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ABSTRACT 
South Africa possesses a highly fragmented health system with wide disparities in health 
spending and inequitable distribution of both health care professionals and resources. The 
national health system (NHI) of South Africa consists of a large public sector and small 
private sectors which are overused and under resourced and a smaller private sector which is 
underused and over resourced. In broad terms, the NHI promises a health care system in 
which everyone, regardless of income level, can access decent health services at a cost that is 
affordable to them and to the country as a whole. The relevance of this study is to contribute 
to the NHI debate while simultaneously providing insights from other countries which have 
implemented national health care systems. As such, the South African government can then 
appropriately implement as well as finance the new NHI system specific to South Africa’s 
current socio-economic status. The objective of this study was to examine health care 
financing models in different countries in order to draw lessons for South Africa when 
implementing the NHI. A case study was conducted by examining ten countries with a 
national health insurance system, in order to evaluate the health financing models in each 
country. The following specific objectives are pursued: firstly, to review the current health 
management system and the policy proposed for NHI; secondly, to examine health financing 
models in a selected number of countries around the world and lastly to draw lessons to 
inform the South African NHI policy debate. The main findings were firstly, wealthier 
nations tend to have a much healthier population; this is the result of these developed 
countries investing significantly in their public health sectors. Secondly, the governments in 
developing nations allocate a smaller percentage of their GDP and government expenditure 
on health care. Lastly, South Africa is classified as an upper middle income developing 
country; however, the health status of South Africans mirrors that of countries which perform 
worse than South Africa on health matters. In other words the health care in South Africa is 
not operating at the standard it should be given the resources South Africa possesses. The 
cause of this may be attributed to South Africa being stuck in what is referred to as the 
“middle income trap” amongst other reasons. 
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CHAPTER ONE 
 INTRODUCTION 
1.1  BACKGROUND AND PROBLEM STATEMENT 
The democratic South African government inherited a highly fragmented health system in 
1994, with wide disparities in health spending and inequitable distribution of health care 
professionals (Pillay 2001:72). There were inequities with access and quality of care between 
and within provinces; between black and white population groups; between urban and rural 
areas; and between the public and private health sectors. Transformation efforts in the health 
sector spanning more than 15 years include numerous structural, legislative and policy 
changes (Gilson 2009). 
 The level of access and functionality of health care provision constitutes an essential 
component of the minimum package required for the advancement and development of 
people (SARPN 2008). In South Africa, the government has expressed their intention to 
reform the public health care sector as a step towards achieving equality amongst people 
(Pillay, McCoy & Asia 2001). Following the democratic elections in 1994, the ruling political 
party, the African National Congress (ANC) sought to redress the inequality suffered by the 
majority, regarding access to social services (Pillay 2001:74). The newly crafted constitution  
highlights a bill of rights as well as the reformation of the health sector. Under the bill of 
rights, it states that “everyone has the right to have access to healthcare services” (Republic 
of South Africa 1996).    
Primarily the intention of the ANC was to create a single central department of health and to 
establish a national health system similar to that of the United Kingdom (UK). The National 
Health System (NHS) formed in England in 1948 is a publicly funded health care system, 
which makes provision for medical care for its citizens (NHS 2011). The NHS provides 
healthcare to anyone normally resident in England or any other part of the UK, with most 
services free at the point of use by the patient (Dreschler & Jutting 2007:529). In South 
Africa the political arrangements that ushered in the new constitution contained strong 
elements of federalism
1
. It was found that implementing a national health system similar to 
                                                          
1
 Federalism is a system of government created, which extends the power of the central authority throughout the 
country to regional authority, of which this power is contained within its region (Mclean & McMillan 2011). 
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that of the UK under a federalist system, would adversely affect the efficiency and 
effectiveness of the intended South African national health system (Pillay 2001:750).    
The national health system of South Africa consists of a large public sector and a smaller, but 
rapidly growing private sector. Currently, health care varies from the most basic primary 
health care, offered free, by the state to the public, to highly specialised hi-tech health 
services available in the private sector for those who can afford it (Healthcare in South Africa 
2011).  
In 2009, the government in South Africa unveiled its proposal for a National Health 
Insurance (NHI) scheme pledged in its 2009 elections (African National Congress 2010). The 
NHI is an initiative, whereby the state will tax individuals who are employed, to generate 
resources, which in turn can then be accessed by anyone whether employed or unemployed, 
to pay for medical care. This medical care can then be obtained from either private doctors 
and hospitals or public clinics and hospitals. By so doing, the government expects to mend 
the differences between the private and public health care services (The debate on national 
health insurance 2009). The public health sector is under resourced and over used, while the 
opposite is true for the private health sector. The private health sector operates largely on 
commercial lines, catering to middle and high income earners as well as to foreigners looking 
for top quality health care at relatively affordable prices. The above mentioned middle and 
high income earners tend to be members of medical schemes and make up approximately 18 
per cent of the total population (Healthcare in South Africa 2011). In addition, the private 
health sector attracts most of the country's expert health professionals, owing to the attractive 
remuneration packages offered by the sector. According to Botha (2007) 90 per cent of 
doctors and chemists are in the private health sector, with the exception of nurses.  
Botha (2007) states that medical aid schemes account for 46 per cent of healthcare spending, 
mainly on private hospitals. The private health sector is also subsidised directly and indirectly 
by the government. Direct and indirect subsidies relate to tax exemptions on medical scheme 
contributions and the subsidised training of health care workers, who, upon completion of 
training, end up practising in the private health sector.   
With less resources and more poor people, poverty stricken provinces like the Eastern Cape, 
face greater health challenges than wealthier provinces such as Gauteng and the Western 
Cape. The NHI system is intended to relieve the burden and improve the efficiency of the 
3 
 
public health sector without compromising the operations of the private sector, particularly 
the institutions therein.  
Following the discussion above, the research question that emerges is what are the unique 
socio-economic status and geo-political history of countries that inform their particular health 
care financing model.  
 
1.2 RESEARCH OBJECTIVES 
The purpose of this research is to examine health care financing models in various countries 
in other parts of the world. However, the specific objectives are the following:  
 To review the current health management system and the policy proposed for the 
NHI;  
 To examine health financing models in a selected number of countries around the 
world; and  
 To draw lessons with which to inform the South African NHI policy debate. 
 
1.3  RELEVANCE OF THE STUDY  
In broad terms, the NHI promises a health care system in which everyone, regardless of 
income level, can access decent health services at a cost that is affordable to them and to the 
country as a whole. Given the anticipated implementation of the NHI system and the lack of 
research on the effects thereof, the relevance of this study is to contribute to the debate, by 
providing insights from other countries from which the South African government can 
appropriately implement as well as finance the new NHI system specific to South Africa‟s 
current socio-economic state. This research may also be of great significance as the findings 
will make a contribution to the existing literature, in addition, this study could provide 
additional information to policy makers to help formulate or improve health policy and health 
administration in the country.  
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1.4 OUTLINE OF STUDY 
The remainder of the dissertation is organised as follows: Chapter Two will examine the 
health care management system in South Africa as well as provide a discussion of the 
proposed policy. Chapter Three will provide a review of existing health care systems and a 
detailed discussion of the experience of countries that have implemented health insurance 
systems by making use of case studies. Chapter Four will discuss the research design and 
methodology as well as present a summary of the different NHI schemes, relating the lessons 
learnt to South Africa and its health policy framework. Chapter Five will conclude and 
provide recommendations based on the country case studies reviewed. 
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CHAPTER TWO 
 
    HEALTH CARE MANAGEMENT SYSTEM IN SOUTH AFRICA 
 
2.1 INTRODUCTION 
It is important to look at the current state of the South African health care system which 
fulfils the first specific objective of reviewing the current health management system and the 
policy proposed for the NHI. Therefore this chapter is important in fulfilling the specific 
objectives as it examines the current state of the South African health care sector. 
According to the World Development Indicators (2011) South Africa is classified as an upper 
middle income country with a total population of approximately 55 million people, a life 
expectancy of 53 years for females and 51 years for males and a total GDP of about USD 
four trillion. Statistics recorded in 2000 showed that 57 per cent of the population was living 
below the poverty line. The GINI co-efficient is commonly used to measure the inequality of 
income or wealth. In 2012 the GINI index was measured to be 0,63 (Trading Economics 
2012).  
The World Health Organisation (2008) recommends that countries spend at least five per cent 
of their GDP on health care. South Africa spends 8,9 per cent of its GDP on health care 
services which is above the amount the WHO recommends. In spite of this high expenditure 
the health outcomes remain poor when compared to similar middle income countries. This 
poor performance has been attributed to the inequities between the public and private sector. 
High income countries spend approximately 7,7 per cent of their GDP on health, while 
middle income countries spend 5,8 per cent and low income countries spend 4,7 per cent. The 
8,3 per cent of GDP spent on health is split as 4,1 per cent in the private sector and 4,2 per 
cent in the public sector. The spend covers 16,2 per cent and 84 per cent of the population 
respectively (National Treasury 2011).  
The mal-distribution of health care resources leads to a skewed distribution of key health care 
professionals in favour of the private sector. According to the Department of Health (2011) 
recent estimates show that the ratio of patients to health care professionals is lower in the 
private sector than in the public sector. Furthermore, the amount spent in the private health 
sector relative to the total number of people covered is not justifiable and is in breach of the 
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principles of social justice and equity. Annual expenditure for the medical aid group has been 
estimated at R11 150 per capita, in contrast to the public sector dependent population where 
the per capita health expenditure is estimated at R649.  
Chapter Two starts by defining a health care system, and then gives an overview of the health 
care system in South Africa, highlighting core features of the health care financing schemes 
including the providers thereof. This is followed by a discussion of the challenges faced 
under the current health system, including medical insurance issues. Finally, the chapter will 
end with a conclusion to the afore-mentioned discussions. 
 
2.2 HEALTH CARE SYSTEM DEFINED 
A health care system is the organisation of people, institutions and resources that deliver 
health care services to meet the health needs of target populations (World Health 
Organisation 2007:2). In some countries, health care system planning is distributed among 
market participants. In others, there is a concerted effort among government, trade unions, 
charities, religious or other co-ordinated bodies to deliver planned health care services 
targeted to the populations they serve (Schabloski 2008:1).  
According to the World Health Organisation (2007:2) the goals for health systems are; good 
health, responsiveness to the expectations of the population and fair financial contributions. 
Progress towards the establishment of an effective and efficient health system is dependent 
on four vital functions namely: the provision of health care services, resource generation, 
financing; and stewardship. Health care providers are institutions or individuals providing 
healthcare services, in other words, these are individuals including health professionals and 
allied health professions working in a hospital, clinic or other health care institution whether 
government operated or a non-governmental organisation (McIntyre, Doherty, Gilson 
2003:480).  
As stated by the World Health Organisation (2007) there are generally five ways of funding 
health care systems: general taxation to the state, social health insurance, private health 
insurance, out of pocket payments and donations. A study based on data from the 
Organisation for Economic Co-operation and Development (OECD) concluded that all types 
of health care finance are compatible with an efficient health care system (OECD 2009:3). 
The management of any health care system is directed through a set of policies and plans 
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adopted by government, private sector business as well as other groups concerning personal 
health care delivery and financing (Glied 2008:10). 
 
2.3 AN OVERVIEW OF THE HEALTH CARE SYSTEM IN SOUTH AFRICA 
The democratic government elected in 1994 inherited a highly fragmented and bureaucratic 
system that had provided health services in a discriminatory manner (Pillay 2001:748). The 
South African state prior to1994 was one based on the ideology of racial superiority of the 
whites who held political and economic power. All others including indigenous people were 
considered inferior and were excluded from the mainstream of political and economic life 
(Kon & Lackan 2008:2272). Services for the white population group were better than those 
for the black population, while those in the rural areas were significantly worse off in terms 
of access to services than their urban counterparts. With 14 different health departments, the 
system was characterised by fragmentation and duplication. There was no real attempt to 
deliver primary healthcare to the majority of people and the health sector was largely focused 
on hospitals (Thomas & Gilson 2004:282). 
Since 1994 the health care sector has undergone rapid changes to make it more equitable and 
accessible to the needy. According to the report published by the South African Department 
of Health (2000:6) more than 1 300 clinics have been built or upgraded. Free health care has 
been made available to children under the age of six and to pregnant or breastfeeding 
mothers. The policy of universal access to primary health care, introduced in 1994 forms the 
basis of healthcare delivery programmes. New administrative structure is being put in place 
which will see primary health care clinics fall under the auspices of district authorities while 
hospitals remain under the control of provincial authorities (Ntsaluba & Pillay 1998:38). A 
district based health system is being developed to ensure local level control of public health 
services, in addition to standardising and co-ordinating basic health services around the 
country to ensure that health care is affordable and accessible. A great need for increased 
efficiency and equity remains (Glied & Lieras-Muney 2003).  
As depicted in table 2.2 below, South Africa had a GDP per capita of USD5 612,89. Total 
life expectancy is 52 years and this figure is largely affected by the HIV/AIDS pandemic. The 
South African government currently spends 8,9 per cent of GDP on public health care, which 
interprets to 11,8 per cent of total government expenditure (World Databank 2012).  
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Table 2.3.1: Socio-economic Indicators in   Africa 
Indicators Year 2000 Year 2010 
Population (million) 44 55 
Population ages 65 and above (% of total) 3,7 4,6 
Population growth (annual %) 2,5 1,4 
Total GDP (current US$)  1,3 billion 3,63 billion 
GDP per capita (current US$) 3020 7272 
GDP per capita growth (annual %) 4,2 2,9 
GINI index 0,57 0,63 
Source: World Databank (2012) 
Note: *year 2009. 
 
South Africa, like many other developing countries, has both public and private health sectors 
co-existing. Currently the private health care system comprising of both medical schemes and 
private out of pocket payments, when compared with the public system, accounts for the 
largest share of total health care financing. A mix of public and private health services has 
already emerged and is likely to continue. The public sector will provide care for the 
population and should therefore emphasise primary care as it is more cost effective than 
focusing on secondary or tertiary services (Musgrove 1996). The private sector can serve as 
an alternative for those willing and able to pay for what will probably be higher cost care. In 
addition it can also serve as an environment for testing new technologies. South Africa‟s 
health systems face complex challenges in part derived from new pressures, such as aging 
populations, the growing prevalence of chronic illnesses and the intensive use of expensive 
yet vital health technologies. However, while significant achievements have been made since 
1994, the reality of a dualism in health care delivery has persisted with a significant private-
for-profit sector alongside the public health sectors (Smith 1998:193). 
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Table 2.3.2: Health Indicators in South Africa 
Indicators Year 2000 Year 2010 
Life expectancy at birth, total (years) 55 52 
Number of Maternal deaths 3 700 3 200 
Mortality rate, infant (per 1000 live births) 54 41 
Hospital beds (per 1000) 2,8•  2,4▪  
Health expenditure per capita (current US$) 251 649 
Health expenditure private (% of GDP) 5,0 5,1* 
Health expenditure public (% of GDP) 3,4 3,4* 
Health expenditure public (% of government 
expenditure) 
10,9 11,9 
Health expenditure total (% of GDP) 8,5 8,9 
Physicians (per 1000) 0,6  0,7* 
Source: World Databank (2012) 
Note: *year 2009, ▪year 2008 and •year 2005. 
 
2.3.1 THE PUBLIC HEALTH CARE SECTOR IN SOUTH AFRICA  
In the decade after the first democratic elections in South Africa, there was limited growth in 
public healthcare expenditure. Government health budgets were constrained in the late 1990s 
as a result of the Growth, Employment and Redistribution (GEAR) macroeconomic policy of 
reducing government debt through constraints of government expenditure. By early 2000, 
health expenditure was increasing, but these increases did not match the population growth. 
As a result there was a decline in per capita expenditure (McIntyre & Thiede 2007:38). 
Increases in expenditure have been greater since then, particularly in 2006 and 2007. 
Although real annual increases of approximately five per cent are forecast based on the 
Medium Term expenditure Framework (MTEF) budget projections, these increases are 
scarcely keeping pace with the population growth in South Africa. In essence the public 
sector healthcare expenditure has been stagnant in real per capita terms for a considerable 
period of time despite the fact that the demands on public health sector services increased 
dramatically due to the AIDS epidemic (Kon & Lackan 2008:2272). 
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According to Statistics South Africa (2007), total government expenditure has been 
constrained for the last decade; the health sector has been receiving a declining share of these 
resources. As depicted in figure 2.1 below the public health sector‟s share of total 
government expenditure has declined.  
As indicated in figure 2.2 below, the health sector‟s share of total government expenditure 
declined from 11,5 per cent in 2000/01 to 10,9 per cent in 2007/08. Over this period 
government‟s debt servicing commitments had declined from consuming 19,1 per cent of 
total government resources in 2000/01 to 9,5 per cent in 2007/08. The resources released 
from the declining debt burden have largely been allocated to social security and welfare, 
whose share of total government expenditure has increased from 11,8 per cent in 2000/01 to 
16,1 per cent in 2007/08. 
While the dramatic spending on social grants is likely to contribute to improved health status, 
the public health sector is in desperate need of additional resources. There is the potential for 
funding the public health sector to increase in the next few years as the debt servicing 
requirements decline even further, resources will be released which could partially be 
devoted to the health sector. 
 
Figure 2.3.1: Annual increase in real Government expenditure until 2005/06 and budgets 
2006/07  
 
Source: National Treasury; Stats SA 2007. 
 
The inadequate resources in the public sector relative to the size of population served together 
with inefficiencies in the use of available resources, has led to poor health status in South 
Africans, particularly those in the lower income population (Gray & Day 2007:87). South 
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Africa has higher infant and child mortality rates, as well as lower life expectancy than other 
countries of a similar economic development level. With regards to human resources, the 
challenge faced is the disproportionate distribution of health workers in the country, with 60 
per cent of the nurses and 40 per cent of the doctors serving 85 per cent of the population 
using the public health sector (Statistics South Africa 2011). The majority of these health 
personnel are located in the urban areas while there is a severe shortage in the rural areas. In 
addition the Western Cape and Gauteng provinces have high numbers of doctor to population 
ratios in comparison to the rest of the provinces. 
Nurses are in short supply mainly due to a number of factors including cutbacks in provincial 
budgets and the closure of nursing colleges, which has resulted in fewer nurses being trained. 
However, those who attain a nursing qualification do not all go on to practise in South Africa. 
According to Brier, Wildschut and Mgqolozana (2008) it is estimated that 67 per cent of 
nurses who trained in the period of 1997 to 2005 do not appear on the South African Nursing 
Council (SANC) register. Some leave to practise in countries that pay higher salaries and 
have better working environments such as Canada, the UK and Australia. Linked to the issue 
of nurses is the shortage of medical practitioners and other allied professionals. 
 
Figure 2.3.2: Government expenditure shares 2000/01 and 2007/08 functional classification  
 
Source: McIntyre 2007; National Treasury.  
 
Access to quality health care in the public sector is negatively affected by the inadequate 
supply of medical practitioners and allied professionals, many of whom migrate to developed 
countries in the North. It was estimated that 8 921 South African doctors were in these 
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countries in 2001 (OECD 2001). The shortage of key health professionals is being 
experienced at a time when the size of the population dependent on public health services has 
been increasing. 
In terms of facilities, there are 4 200 public health facilities in South Africa. Furthermore, 
people per clinic average 13 718 exceeding those of the WHO guidelines of 10 000 people 
per clinic. According to Cullinan (2006:10) an audit of the hospital infrastructure in 1996 
showed that most of the country‟s hospital stock was obsolete particularly in rural areas, 
townships and “homelands”. It was found that two thirds were not up to standard; a third 
needed replacement and a further one third required upgrading. Since then 18 new hospitals 
have been built and a further 190 others upgraded. Currently there are an estimated 388 
hospitals in the public sector in South Africa. The shortage of staff in the health care system 
is having a negative impact and creating extremely stressful working conditions, as well as 
unduly high workloads for those remaining in the system, resulting in more resignations. 
Employees interviewed during provincial reviews expressed dissatisfaction with their 
working conditions and felt that working conditions were poor as well as poorly maintained 
as a result of a lack of personnel and equipment. In addition staff face dangerous working 
conditions as a result of being at risk of infection or physical harm due to not being 
adequately equipped or protected when working in a ward containing patients with highly 
contagious diseases (Mcpake & Mills 2000: 814). 
 
2.3.2  THE PRIVATE HEALTH CARE SECTOR IN SOUTH AFRICA 
According to McIntyre, Doherty and Gilson (2003:48) South Africa has a substantial and 
growing private health sector. In contrast to the public sector, expenditure in the private 
sector has continued to increase on an annual basis since the 1980s at rates far exceeding the 
inflation rate. In the early 1990s approximately 60 per cent of health care expenditure was 
funded from private sources despite the fact that less than a quarter of the population had 
routine access to private sector health care providers. Membership of medical aid schemes 
has become increasingly unaffordable for South Africans. Expenditure increases are 
associated with a concomitant increase in contribution rates or premiums that are charged by 
medical schemes. In the late 1980s and early 1990s contribution rates increased by between 
25 to 30 per cent per year in real terms. The rate of annual contribution increases has reduced 
in recent years, but the average annual real increase in contributions of seven per cent 
13 
 
between 2000 and 2005 is still a concern. Medical scheme membership has declined 
considerably as a percentage of the population from 17 per cent in 1992 to 14,8 per cent in 
2005 (McIntyre & Thiede2003:41). 
There is a dire need to address the challenges faced by South Africa regarding the inefficient 
and inequitable distribution of resources between the private and public sector relative to the 
population each serves (van den Heever 2007). Table 2 below depicts the disparities that exist 
between the two sectors in relation to hospital beds and human resources. There are twice as 
many hospital beds per beneficiary of private sector hospital services as there are for those 
dependent on the public sector. The disparities are even wider with regards to health 
professionals. In the public sector, each pharmacist serves 12 to 30 times more and each 
general doctor serves seven to 17 times more than those working in the private sector. There 
is a six-fold difference in the number of people served per nurse as well as a 23 times 
difference in the number of people served per specialist doctor (Health Systems Trust 2007). 
Medical aid membership grew after 1994, before reaching a long plateau, with new growth 
again becoming apparent in 2005. The recent increase in membership in numbers is 
attributable in part to the establishment of the Government Employees Medical Scheme 
(GEMS) which started operating in January 2006. 
 
Table 2.3.3: Distribution of Health care resources between public and private sectors (2005) 
Item Private sector Public sector 
Population per general 
doctor 
(243) 588* 4 193 
Population per specialist 470 10 811 
Population per nurse 102 616 
Population per pharmacist (765)  1 852* 22 876 
Population per hospital bed 194 399 
Source: Data on personnel and bed numbers from Health Systems Trust’s South African Health Review 
2005/06. 
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The scheme is believed to have benefitted one million people through the extension of an 
employer subsidy to public servants and their families, many of whom have not previously 
been on medical aid. The single largest category of financing intermediary in the private 
sector is that of medical schemes, which are non-profit associations funded primarily by 
contributions from employers and employees. In addition, there is a substantial government 
subsidy to medical schemes in the form of tax deductibility of employer contributions.  
(McIntyre, Doherty & Gilson 2003:48). 
 
2.3.3 MEDICAL SCHEMES 
The Medical Schemes Act 1998 (Act No. 131 of 1998), which fully came into effect on 1 
January 2000, sought to promote equitable access to health care resources in various ways. 
The act was passed against a background of legally permitted discrimination by medical 
schemes against older and less healthy members and applicants through risk-rating and denial 
of membership, permitted by deregulation of the industry in the late 1980s and 1990s. The act 
sought to ensure non-discriminatory access to medical scheme coverage, particularly through 
requirements of community rating of premiums and open enrolment of applicants to medical 
schemes. In addition, a set of prescribed minimum benefits were introduced, the stated 
objectives which are: to avoid incidents where individuals lose their medical scheme cover in 
the event of serious illness and the consequent risk of unfunded utilisation of public hospitals 
as well as to encourage improved efficiency in the allocation of private and public health 
resources. (Harrison 2006:292).  
The Act 1998 (Act No. 131 of 1998) had to include protection in relation to the financial 
stability and appropriate governance of the medical schemes environment. This was critically 
important in the context of a previously largely under-regulated industry (Council for 
Medical Schemes 2003). The Act 1998 (Act No. 131 of 1998) therefore includes a number of 
provisions to strengthen these areas, including, inter alia, requirements that at least half of the 
members of a board of trustees must be elected from amongst members of the scheme and as 
such, these schemes have to maintain minimum reserve levels as a percentage of gross annual 
contributions, in increments of 25 per cent. In the longer term successful implementation of 
these reforms is seen as an important foundation for the implementation of social health 
insurance. Health policy in relation to medical schemes and social health insurance is linked 
in the strategic plans of the Department of Health, which identifies implementation of social 
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health insurance and enactment of associated enabling legislation as a key objective 
(Ranchad, McLeod & Adams 2001:39). 
Open enrolment and community rating provisions of the Medical Schemes Act have been 
successful in preventing direct discrimination against more vulnerable sectors of the medical 
scheme population which was prevalent prior to implementation of the Act (Council for 
Medical Schemes 2003). However, indirect forms of discrimination emerged most 
significantly through many medical schemes adjusting benefit design to reduce chronic 
disease benefits in all but the most expensive options resulting in significant differential 
adverse financial impact on sufferers of chronic diseases and attrition of health coverage for 
the most vulnerable groupings. The Minister responded by expanding the prescribed 
minimum benefits list to include 25 common chronic medical conditions with effect from the 
1
st
 January 2004 (South African Government 2002). 
As mentioned above, expenditure in the private sector has continued to increase at annual 
rates far exceeding the inflation rate (McIntyre et al. 2007). The average annual real increase 
in contributions between 2000 and 2005 is of concern. Medical scheme membership has 
declined considerably from 17 per cent of the total population in 1992 to less than 15 per cent 
of the population in 2005 (Council for medical schemes 2006). McIntyre and Doherty (2004) 
reported that the main cost drivers of medical schemes expenditure have been private 
hospitals, specialists and medicines as well as administration and brokers. Very little of the 
hospitals expenditure was directed to public sector hospitals. Spending on private hospitals 
accounted for 98.,5 of all medical aid scheme expenditure on hospitals in 2005 (McIntyre et 
al. 2007). 
According to van den Heever (2007) in 2005 the expenditure subsidy for medical schemes 
was estimated to be in the range of 20 per cent of forgone revenue in the public health sector 
budget. This tax policy exhibits major flaws. Firstly it is inconsistent with the principles of 
access, efficiency and equity. The current tax subsidy expenditure on medical schemes‟ 
deduction has neither contributed to increased access by low income earners in medical 
scheme membership nor improves the rising costs of the industry. Those in the high income 
tax group continue to benefit more from the subsidy than the middle and low income groups. 
Furthermore, workers including informal workers not covered by medical schemes do not 
benefit from the tax subsidy at all. 
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2.4  CHALLENGES FACED BY THE PUBLIC AND PRIVATE HEALTH SECTOR 
According to Docteur and Oxley (2003) South Africa is classified as a middle income 
country with a GDP per capita of USD3 000 and a population size of 47,3 million. 
Approximately USD16,7 billion is spent on health care which amounts to 8,7 per cent of the 
GDP. The portions allocated to the private and public sector are 5,2 per cent and 3,5 per cent 
respectively. South Africa has a tax funded public health system covering 85 per cent of the 
population and a well-entrenched private health system covering the rest. The bulk of private 
funding comes from 66 per cent of medical aid contributions and 23 per cent of out of pocket 
payments. The public health system is led by the National Department of Health (McIntyre & 
Thiede 2011:38). 
Economic stability and peace are vital to sustainable health systems. The wider investments 
in housing and a clean environment, access to water, jobs and food security are important co-
factors in creating a healthy nation. Planning and management skills are still weak at all 
levels, but especially in hospitals. Management systems need to be upgraded as essential 
management information is lacking at all levels of the health system (WHO 1999:404). 
Another challenge encountered is ensuring co-operation between the public and private 
sectors including expanding public-private partnerships (PPPs) and public-private 
interactions (PPIs), implementing the Health Charter which consists of access to health 
services, equity in health services, quality of health services, increasing the stake of black 
empowerment participants in private health care as well as deepening dialogue. Key issues in 
the public-private sector mix are to address the inefficient and inequitable distribution of 
resources between the two afore-mentioned sectors relative to the population served by each 
(McIntyre & Thiede 2011:38). To illustrate the extent of these disparities, over R8 000 was 
spent by medical schemes per beneficiary in 2005 which amounts to less than 15 per cent of 
the population, while less than R1 200 was spent on the public services sector per person who 
are not members of a medical scheme (Blecher & Thomas 2003:285). These disparities also 
exist regarding hospital beds and human resources. There are more than twice as many 
hospital beds per beneficiary of private hospital services as there are for those dependent on 
the public sector (McIntyre, Thiede, Nkosi, Mutyambizi, Castillo-Riquelme, Gilson, Erasmus 
& Goudge 2007:30). The disparities are even greater in relation to health professionals. There 
is a six fold difference in the number of people served per nurse and a 23 fold difference in 
the number of people served per specialist doctor working in the public and private sectors of 
South Africa (McIntyre et al. 2007:31). 
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Additional challenges faced are decreasing the incidence of HIV/AIDS, STIs and TB. 
Substantive government and donor resources have been made available. The challenges are in 
the implementation and strengthening of service delivery, especially with human capacity 
development. A comprehensive plan to manage HIV/AIDS has been introduced and it covers 
prevention, treatment, care and support activities (Musgrove 1996).  
A pertinent issue to be addressed is the improvement of women‟s health and reduction of 
maternal mortality. Maternal mortality remains high at 410/100 000 (South Africa maternal 
mortality rate 2008). The major causes of maternal deaths currently are hypertension, 
HIV/AIDS related conditions, haemorrhage and cardiac disease. An integrated approach to 
reduce the morbidity and mortality associated with chronic disease is essential in order to 
improve the health and social wellbeing of individuals and communities (Thomas & Gilson 
2004:284).  
Equity in healthcare care provision remains unresolved. The critical area of concern is equity 
between the public and private sectors while inter and intra provincial inequity has to be 
managed through structural reforms with budgets and other resources as well as substantial 
social re-tooling. While some progress has been made with respect to the planning, training 
and deployment of human resources much work remains to be done to produce, recruit and 
retain health workers especially in the rural and underserved areas (Wadee, Gilson, Thiede & 
Okarafor 2003:11). 
Slow employment growth in South Africa combined with continued escalation of medical 
scheme contributions has contributed to the overall lack of growth in coverage since 1996. 
This raises the concern that an increasing proportion of South Africa‟s growing population is 
reliant on limited public health care resources. Disproportionate expenditure on private health 
funding of medical scheme beneficiaries relative to public sector expenditure equally raises 
equity concerns. Average medical scheme cost per beneficiary now exceeds the total 
expenditure of government per capita, for all its functions and departments (Blecher 
2002:451). In nominal terms medical scheme contributions per beneficiary were R6 214 per 
annum in 2002, while total government expenditure on the main budget amounted to R5 364 
per capita (Docteur & Oxley 2003). The ratio of public sector health expenditure to gross 
medical scheme contributions per beneficiary has also risen from 1:4,5 in 1997 to 1:7,1 in 
2002 (Department of Health 2002). Escalating health care costs continue to be the main 
factor driving medical scheme contribution increases with continued above-inflation 
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increases in costs of private hospitals, medicines and medical specialists being the major cost 
driver, trends in expenditure on health benefits per provider category as shown in figure 2.3. 
 
Figure 2.4.1: Trend analysis if number of medical scheme beneficiaries 1992-
2002
 
Source: Harrison 2011; Medical Schemes. 
 
2.5 THE PROPOSED NHI SCHEME 
Prior to South Africa gaining Independence in 1994, it had a highly fragmented health system 
which was designed along racial lines. One system was adequately resourced and benefitted 
the white minority, while the other was systematically under resourced and was intended for 
the black majority. The South African Constitution has outlawed any form of racial 
discrimination and guarantees the principles of socio-economic rights including the right to 
health (National Health Insurance in South Africa 2011:6) The rationale behind the NHI is 
therefore to eliminate the current tiered system whereby those with the greatest need have the 
least access and have poor health outcomes. In August 2011 the NHI promulgated through 
the green paper marked the start of a complete transformation, total overhaul and radical 
change of the country‟s health system which would begin in a pilot phase in 10 unspecified 
districts in 2012 (Mclea 2011). The objectives of the NHI are as follows: 
 To improve access to quality health services for all; 
 To pool risks and funds in order to achieve equity and social solidarity; 
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 To procure services on behalf of the total population and to efficiently mobilise and 
control key financial resources; and  
 To strengthen the public health sector so as to improve health systems performance. 
(Dhai 2011). 
NHI is aimed at providing universal coverage. Universal coverage as defined by WHO is “the 
progressive development of a health system including its financing mechanisms into one that 
ensures that everyone has access to quality needed health services and where everyone is 
accorded protection from financial hardships linked to accessing these health services” 
(WHO 2010). Post 1994, attempts to transform the health care system and introduce 
financing reforms were thwarted. This has entrenched a two tiered health system, public and 
private based on socio-economic status and it continues to perpetuate inequalities in the 
current health system. 
 
Figure 2.5: Total benefits paid per beneficiary per annum (real prices, 2001 base year) 
 
Source: Harrison 2011; Medical Schemes. 
According to the National Health Insurance green paper (2011:10), given that there are 
concerns about quality at public sector facilities, there is preference by the public for services 
20 
 
in the private sector which may largely be funded by out of pocket resources. However, 
various members of the public cannot afford to make these payments. This form of 
arrangement is unfortunately not suitable for the country‟s level of development. Therefore, 
reform endeavours for improvement of the quality of service delivered in the public health 
system is a priority. The start for the testing phase of South Africa‟s NHI scheme commences 
in 2012 with pilot projects launching in all provinces. The planned re-engineering of South 
Africa‟s health system will be done through a multi-billion dollar national insurance scheme 
in 10 districts. Pilot programmes will run in all South Africa‟s nine provinces with two 
programmes in KwaZulu-Natal.  
The aim is to test the feasibility and scalability of proposals which focus on primary health 
care, health promotion and preventive care. The launch of the pilots in April 2013 will be the 
start of a crucial 5 years in which the management, staffing, infrastructure and equipment at 
public health facilities will be overhauled and an NHI fund set up. The entire rollout is 
expected to be phased in over 14 years (Baleta 2012: 1185). The proposals aim to close the 
gap between public health care and expensive private care and provide universal health 
coverage at a cost of 255 billion rand by 2025 or from 2,2 per cent to 6,2 per cent of the GDP 
which falls within the five percent guideline as outlined by the WHO (Department of Health 
2012). 
The scheme is planned to make provision for a government managed central purchaser of 
health services. Only state accredited health providers will be allowed to contract their 
service to the NHI which will pool funds from three sources: a surcharge in taxable income, 
payroll taxed for employers and employees as well as an increase in value added tax (VAT). 
Taxes will be mandatory; however, the option to belong to a medical aid remains (Baleta 
2012: 1185). According to an argument made by Van Den Heever (2007) what is of main 
concern apart from financing of the NHI scheme, is the lack of governance, accountability 
and corruption which has led to several provinces going into chronic budget deficits. The 
South African government has acknowledged that building of services and addressing the 
mismanagement issue in state health facilities is vital to the success of the NHI. 
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2.6 SUMMARY 
This chapter examined the current state of the South African health care system. The South 
African state prior to1994 was one based on the ideology of racial superiority of the whites 
who held political and economic power. Services for the white population group were better 
than those for the black population. The health system was characterised by fragmentation 
and duplication. Since 1994 the health sector has undergone rapid changes to make it more 
equitable and accessible to the needy. A district based health system is being developed to 
ensure local level control of public health services, in addition to standardise and co-ordinate 
basic health services around the country to ensure that health care is affordable and 
accessible. After the first democratic elections in South Africa, there was limited growth in 
public healthcare expenditure.  
By early 2000, health expenditure was increasing, but these increases did not match the 
population growth. South Africa has a substantial and growing private health sector,; 
however, membership of medical aid schemes has become increasingly unaffordable for 
South Africans. Expenditure increases are associated with a concomitant increase in 
contribution rates or premiums that are charged by medical schemes. The single largest 
category of financing intermediary in the private sector is that of medical schemes, which are 
non-profit associations funded primarily by contributions from employers and employees. In 
addition, there is a substantial government subsidy to medical schemes in the form of tax 
deductibility of employer contributions. Challenges faced by both the public and private 
sector are cooperation between the two sectors, planning and management skills are still 
weak at all levels, but especially in hospitals, the equity issue remains unresolved, the 
improvement of women‟s health and reduction of maternal mortality as well as decreasing 
the incidence of HIV/AIDS, STIs and TB. In addition slow employment growth in South 
Africa, combined with continued escalation of medical scheme contributions has contributed 
to the overall lack of growth in coverage. 
Therefore, the chapter that follows will provide an in-depth investigation of case studies of 
countries which have employed a national health insurance system and to what extent it has 
been a success. 
 
 
22 
 
CHAPTER THREE 
 
RESEARCH METHODOLOGY  
 
3.1       INTRODUCTION 
 
The objective of this study is to review the current health management system and the policy 
proposed for the NHI as well as to identify the most appropriate model for South Africa. The 
empirical investigation qualitatively assesses and evaluates the national health systems in 
other countries: Canada, the United Kingdom, the Netherlands, Germany, Denmark, France, 
South Korea, Ghana, Kenya and Brazil. Therefore, chapter three is constructed to explain the 
research design and methodology of the empirical investigation.  
 
Chapter three primarily consists of a discussion of the research design and the method of 
sample selection employed in this study.  
 
3.2       RESEARCH DESIGN AND METHODOLOGY 
 
This section explains the design of the study by considering all the aspects relating to the 
research methodology employed in the study. 
 
3.2.1    RESEARCH DESIGN  
 
Thomas (2004:03) defines research as the process of obtaining and analysing data in order to 
answer questions, solve problems or test hypotheses and so contribute to understanding and 
knowledge. There are two broad categories of research; namely, basic and applied research. 
Basic research is also known as pure research. It can be explained as the expansion of 
knowledge by developing theories, in other words, basic research stems from existing 
information which is explored further. Basic research is performed with the aim of increasing 
scientific knowledge. Applied research aims to find a solution or an answer to a specific 
question or problem that derives from a particular situation (Fox & Bayat 2007:10).  
 
A research design describes a flexible set of guidelines that connect theoretical paradigms to 
strategies of enquiry and methods for collecting empirical material. Put differently, it guides 
23 
 
the focus of the research (Collis & Hussey 2003:113). Zikmund (2003:114) states that there 
are four basic research methods that can be implemented when selecting the appropriate 
research designs: namely; surveys, experiments, secondary data studies and observations. 
 
Research methods can be both qualitative and quantitative. Collis and Hussey (2003:18) 
describe a quantitative approach as that research which involves collecting and analysing 
numerical data by applying statistical tests. Quantitative research is the precise count of some 
behaviour, knowledge, opinion or attitude. Quantitative research concepts are converted into 
operational definitions and results appear in a numeric form that is eventually reported in 
statistical language (Cooper & Schindler 2007:716). Stated differently by Fox and Bayat 
(2007:07), quantitative research concerns things that can be counted.  Furthermore, one of the 
common disciplines in quantitative research is the use of statistical methods such as 
Descriptive statistics; Cronbach Alpha; Pearson correlation; and Linear regression, to process 
and explain data as well as to summarise findings. Qualitative research on the other hand 
produces findings which have not been arrived at by statistical procedures or other means of 
quantification (Strauss & Corbin 1990:62). Qualitative research can be obtained by 
conducting interviews, focus group discussions or simply by an observation of certain kinds 
of behaviour. 
 
Qualitative research and more specifically, a case study method is conducted in this study. A 
case study method is an exploratory research technique that intensively investigates one or a 
few situations similar to that of the problem situation in question (Zikmund 2000:107). 
Therefore, the purpose of the case study method is to obtain information from other countries 
with a national health insurance system in order to draw lessons for South Africa when it 
implements its NHI system. 
 
Given the nature of the problem statement and the research objectives in question, the 
primary study of this investigation will engage a case study type of research for the prime 
reason that this study is of an exploratory nature (Neergaard & Ulhoi 2007:384). Since the 
NHI has not been brought to fruition in South Africa as yet, a study of the different NHI 
schemes will be conducted in order to suggest the most appropriate health policy framework 
for South Africa‟s health policy makers. A case study would be the most suitable form of 
research to identify, examine, compare, as well as to interpret patterns and themes from 
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which lessons can be drawn from other countries that have made attempts to implement a 
NHI policy.  
The case study methodology is conducted by selecting ten countries of different socio-
economic status possessing a NHI. Both the socio-economic and health indicators data is then 
recorded and tabulated. A discussion of the economy and health contents of the table is given, 
highlighting important indicators. Following that, the evolution the national health care 
system is embarked upon. This outlines a brief history of the each country‟s NHI 
implementation with regards to when it began and what ideals where expected of each one. 
Next the policy and management of the health care systems of the respective countries 
selected were shown by examining both the public and private sectors, paying particular 
attention to the administration of the public sector for each of the respective countries. The 
financing of each system is discussed; the source(s) of finance for each system is noted. 
Finally the systemic challenges of each system are reviewed.   
 
3.2.2 RESEARCH APPROACH 
According to Swanborn (2010:13) a case study refers to the study of a social phenomenon 
carried out within boundaries, such as, a group of people, individuals, provinces or nation 
states, to mention a few, in which the phenomenon to be studied joins the case‟s natural 
context by monitoring the phenomenon over a certain period. In addition, Yin (2003:4) 
supports the idea that a case study is an approach to be used when the phenomenon being 
studied, “is not readily distinguishable from its context in an evaluation study”.  
Case studies are particularly useful when contextual conditions are important to 
understanding the nature of the phenomena being studied, owing to the fact that rival 
interpretations exist (Yin 2004:7). A case study is a means to highlighting the policy process 
that will permit the building of theory about a policy environment in developing nations 
(Gilson, Doherty, Lake, McIntyre, Mwikisa, & Thomas 2003:32). Case study research may 
incorporate several cases that are multiple case studies. In this study, a multiple case study 
approach is employed as it is pertinent to understanding the nature of the policy processes 
used to implement health systems in the different countries examined. An overview of key 
issues concerning health in the countries focused on will be undertaken by developing an 
initial description of health system reform evolution with reference to key features. A 
comprehensive review of relevant documents and literature of policy makers and policy 
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analysts was accessed to provide information. Parliamentary debates and relevant media 
reports will also be reviewed. 
 
3.2.3   SAMPLE SELECTION 
Assessment of health care financing systems is focused primarily on the health care systems 
of developed countries as there are very limited applications in developing countries and 
almost none in sub-Saharan Africa. Social characteristics will be used as a tool when making 
comparisons amongst the ten different countries. The countries selected for the case studies 
are Canada, the United Kingdom (UK), the Netherlands, Germany, Denmark, France, South 
Korea, Ghana, Kenya and Brazil. A number of socio-economic indicators will be considered 
in the analysis of the individual health care financing models. Firstly, socio-economic 
indicators, depicting levels of human development, income levels, and health expenditure 
will be discussed. Secondly, healthcare indicators such as infant mortality and life expectancy 
as well as economic indicators of the different countries, including gross domestic product 
(GDP), poverty levels and income per capita will be considered. The aforementioned 
indicators are issues which will be considered as part of the case study methodology, in aid of 
maintaining homogeneity when making comparisons amongst the ten different countries in 
examining health care success or failure. Descriptive statistical methods will be used to 
summarise and analyse the data from the ten countries. In addition, The World Bank‟s World 
Development Indicators will be one of the key sources of information regarding the socio-
economic indicators of the aforementioned countries. 
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CHAPTER FOUR 
REVIEW OF NATIONAL HEALTH SYSTEMS IN SELECTED COUNTRIES 
 
4.1 INTRODUCTION 
Chapter four will provide a review of existing national health insurance systems and a 
detailed discussion of the socio-economic status of the selected countries that have 
implemented health insurance schemes by making use of case study methodology.  
The importance of a functional health care system is that it plays a vital role in any economy. 
It is evident that health care is critical for the success of an economy. Many of the successful 
economies around the world have invested in achieving and maintaining high levels of health 
as a prerequisite for their growth. Health plays the key role in determining human capital. 
Better health improves the efficiency and productivity of the labour force and ultimately 
contributes to economic growth and human welfare (Wilkinson 1996; Botha & Hendricks 
2008:1). To attain better, more skilful, efficient and productive human capital resources, 
many governments subsidise health care facilities for their citizens. In this regard the public 
sector pays some part or all of the cost of utilising health care products and services. As such 
health performance and economic performance are interlinked (WHO 1999).    
 
4.2 HEALTH CARE FINANCING MODELS 
Amongst the various types of financing strategies incorporated by countries to fund their 
national insurance systems, a feature underlying the European systems in particular is the 
sense of solidarity. Both the citizenry and government strongly support the notion that 
universal access to health care is an entitlement. This chapter comprises a detailed discussion 
on several selected countries‟ health insurance systems and their methods of financing. An 
examination of the background of health care systems and the core features of ten selected 
countries will be discussed. Furthermore, the financing methods, as well as the challenges 
each system faces will be analysed. The ten selected countries include: Canada, the United 
Kingdom, the Netherlands, Germany, Denmark, France, South Korea, Ghana, Kenya and 
Brazil. 
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4.3  CANADA 
Statutory health care insurance models differ from country to country, both in how they are 
sustained financially and in the services provided. There are various types of financing 
strategies used by countries to fund their national health insurance systems. As mentioned 
above, a feature underlying the Canadian system in particular is the sense of solidarity 
(Detsky & Naylor 2003:804).   
 
4.3.1 ECONOMY AND HEALTH SECTOR 
Canada has a population of 34 million and provides universal access to health care to all of its 
citizens. In a decade the number of people aged over 65 has increased by 2 per cent to make a 
total 14 per cent of the population.  According to Mankiw (2008:496) the GDP is a measure 
of the market value of all the final goods and services produced within a country over a 
certain period of time, in other words, it is a reflection of a country‟s wealth. From 2000 to 
2010 Canada had a constant GDP of USD0,72 trillion and USD1,6 trillion respectively. This 
shows that Canada has had a significant increase in wealth during the years 2000 to 2010.  
The GDP per capita is calculated by dividing the total national income by the total population 
(Boyes & Melvin 2009:391). Stated differently, the GDP per capita is the average level of 
income for each household. GDP per capita is an indication of the standard of living enjoyed 
by the population of a country. The GDP per capita of Canada doubled in ten years. It 
increased from USD23 559 in 2000 to USD46 212 in 2010. According to the information 
stated above, Canada‟s economy is diversified and highly developed; this is substantiated 
further by the GINI index which is a measure of inequality of income or wealth. A GINI 
coefficient of zero expresses perfect equality while the other extreme coefficient of one (100 
on the per centile scale) expresses maximal inequality (Barr 2012:128). Canada has a GINI 
coefficient of 0,32. 
In 2010 Canada‟s public health care expenditure amounted to 7,5* per cent of the GDP and 
18 per cent of government expenditure. Both these figures have increased since 2000 as 
shown in Table 4.2.2. A life expectancy of 80 years is evidence that the population has access 
to effective health care services and a sizable portion of the country‟s expenditure goes to the 
improvement of health care services and facilities. In 2010 health expenditure per capita 
amounted to USD5 222, in other words, the Canadian government spends USD5 000 on 
average on health care per individual per year. (World Databank 2012) 
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Table 4.3.1: Socio-economic Indicators in Canada 
Indicators Year 2000 Year 2010 
Population (million) 31 34 
Population ages 65 and above (% of total) 12,5 14,1 
Population growth (annual %) 0,88 1,17 
Total GDP (current US$) 0,72 trillion 1,57 trillion 
GDP per capita (current US$) 23 559 46 212 
GDP per capita growth (annual %) 5,2 3,2 
GINI index 0,32 0,32 
Source: World Databank (2012) 
Note: *year 2009. 
 
Table 4.3.2: Health Indicators in Canada 
Indicators Year 2000 Year 2010 
Life expectancy at birth, total (years) 79 81 
Number of Maternal deaths 23 46 
Mortality rate, infant (per 1000 live births) 5,3 5,2 
Hospital beds (per 1000) 3,4 3,2* 
Health expenditure per capita (current US$) 2 082 5 222 
Health expenditure private (% of GDP) 2,6 3,4* 
Health expenditure public (% of GDP) 6,2 7,5* 
Health expenditure public (% of government 
expenditure) 
15,1 18,2* 
Health expenditure total (% of GDP) 8,8 11,3 
Physicians (per 1000) 2,1 1,9▪  
Source: World Databank (2012) 
Note: *year 2009, ▪year 2008. 
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4.3.2 EVOLUTION OF THE NATIONAL HEALTH INSURANCE SYSTEM 
According to Schabloski (2008:3) a province in Canada introduced a concept close to 
universal health coverage in 1946. The general principles of the national health insurance 
were established in the prairie province of Saskatchewan which had for a long period suffered 
a shortage of doctors, leading to the creation of municipal doctor programmes in the early 
20
th
 century, by which a town would subsidise a doctor to practise there. Thereafter groups of 
communities opened union hospitals under a similar model. Thus there has been a long 
history of government involvement in Saskatchewan health care. A significant portion of it 
was already controlled and paid for by government. Alberta is a province which lies to the 
west of Saskatchewan. In 1950 Alberta‟s Social Democratic Party (SDP) introduced a public 
health care plan. The programs in Saskatchewan and Alberta proved a success and the federal 
government of Pearson, the Prime Minister then, introduced the Medical Act in 1966 that 
extended the cost sharing to each province to establish a universal health care plan. The 
Liberal Party, together with the support of the New Democratic Party (NDP), the successor of 
the SDP, set up the Medi Care system. (Fooks & Lewis 2002). 
4.3.3 POLICY AND MANAGEMENT 
The health care system is highly decentralised; provinces are primarily responsible for health 
care. According to Bernard (2012) the system can be described as a publicly funded, privately 
provided, universal, comprehensive, affordable, single payer and provincially administered 
national health insurance system. Stated differently, the regional health authorities are the 
primary payers of health care services. The regional authorities organise services and allocate 
a global budget for the defined population, however, funding methods vary among the 
provinces and territories. In addition, regional authorities have freedom in allocating funds to 
best serve the particular needs of their population. Private health insurance mostly covers 
services not covered by the government (Canadian Institute for Health Care Information 
2003). 
The health care system is administered in each province through a single public agency, the 
single payer, accountable to the provincial legislature. All provincial health care plans are 
required to be fully freely usable anywhere within Canada which means there is a reciprocal 
recognition of coverage between provinces (Marriot & Mable 2000).  
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As stated by the Canadian Institute for Health Care Information (2003) the regional health 
authorities manage the delivery of care. Salaried staff is hired at a majority of the acute care 
facilities. They also contract with some private providers for specialised ambulatory care 
services. Hospital funding comes from global funding transferred by regional health 
authorities. Although in the past hospitals have been private, not for profit institutions, most 
hospitals rely entirely on the global budget monies allocated by the regional health authorities 
(Leatt & Pink 2000:14). The provincial governments negotiate physician fee schedules with 
the provincial medical associations. The government department of health plays a critical role 
in health services research and public health and protection (Kirby 2002). 
4.3.4 FINANCING OF CANADA‟S HEALTH CARE SYSTEM 
Tax revenues account for nearly 70 per cent of total health expenditures. These funds 
generally come from income, consumption and corporate taxes. Patient out of pocket co-
payments and private insurance reimbursements cover much of the remainder at 15 per cent 
and 12 per cent respectively. The final three per cent comes from myriad sources including 
social insurance funds such as workers compensation and charitable donations. (Galarneau 
2003). 
4.3.5 SYSTEMIC CHALLENGES 
While the Canadian health insurance system may appear to perform satisfactorily, it has its 
limitations. Firstly, it is fundamentally illness care based with more focus on secondary care 
rather than encouraging primary health care which promotes good health and wellness (Fooks 
& Lewis 2000). Secondly, while global budgets for hospitals can be an effective overall 
containment tool, it can and has led to shortages. Shortages and waiting lists are not 
widespread; however, with increasing financial pressure on the health care system they are 
becoming more frequent. In addition, a fee for service remuneration for doctors has not been 
effective at controlling cost when there are no limits on services that doctors can provide 
(Forget, Deber & Roos 2002:144). Thirdly, there are small, but growing differences among 
provinces over what services should be included within the term “comprehensive”. For 
instance eight provinces cover sterilisation by means of a vasectomy or tubal ligation, while 
only four cover the reverse process for patients who later on change their minds. Finally, 
although the Canadian system has been successful at cost containment, it is still experiencing 
significant cost pressures. The federal government has undermined the financial base of the 
system by phasing out its share in the provincial program (Marriot & Mable 2000). 
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4.4 ENGLAND 
The responsibility for health care is devolved to the constituent countries of the United 
Kingdom: England, Wales, Scotland and Northern Ireland. In all countries health care is 
predominantly funded through national taxation (Dixon & Robinson 2010). The following 
discussion will focus particularly on the health insurance in England.  
4.4.1 ECONOMY AND HEALTH SECTOR 
Health care in England is mainly provided by the public health service known as the National 
Health Service (NHS) which provides health care to all permanent residents of the UK that is 
free at the point of access and paid for from general taxation.  
In 2010 the UK had a total population of 62 million; almost a third of the population is over 
the age of 65. The GDP between 2000 and 2010 was recorded to be USD1, 47 trillion and 
USD2, 25 trillion respectively. The GDP per capita increased from USD25 082 in 2000 to 
USD36 185 in 2010. The GINI coefficient in 2000 was 0,36. The UK is a wealthy developed 
nation with a well-diversified economy.  
The British government spends a total of 9,63 per cent of its GDP on health care expenditure 
and this consists of 16,0 per cent of government expenditure. Health expenditure per capita 
amounted to USD3 503 in 2010. The life expectancy in the UK is an average of 80 years 
(World Databank 2012). 
Table 4.4.1: Socio-economic Indicators in the United Kingdom 
Indicators Year 2000 Year 2010 
Population (million) 59 62 
Population ages 65 and above (% of total) 16 17 
Population growth (annual %) 0,4 0,7 
Total GDP (current US$) 1,47 trillion 2,25 trillion 
GDP per capita (current US$) 25 082 36 185 
GDP per capita growth (annual %) 4 2 
GINI index 0,36 - 
Source: World Databank (2012) Note: *year 2009. 
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Table 4.4.2: Health Indicators in the United Kingdom 
Indicators Year 2000 Year 2010 
Life expectancy at birth, total (years) 78 80 
Number of Maternal deaths 82 92 
Mortality rate, infant (per 1000 live births) 5,6 4,6 
Hospital beds (per 1000) 4,1 3,3* 
Physicians (per 1000) 1,9 2,7 
Health expenditure per capita (current US$) 1 767 3 503 
Health expenditure private (% of GDP) 1,5 1,5* 
Health expenditure public (% of GDP) 5,6 7,1* 
Health expenditure public (% of government 
expenditure) 
14,2 16,0 
Health expenditure total (% of GDP) 7,0 9,6 
Source: World Databank (2012) 
Note: *year 2009, ▪ year 2008. 
 
4.4.2 EVOLUTION OF THE NATIONAL HEALTH INSURANCE SYSTEM 
Britain‟s NHS was established in the wake of World War II and was founded on three core 
principles: firstly, to be universal, in other words, to provide health care of the same standard 
throughout the UK. Secondly, it was to be comprehensive, covering all health needs and 
thirdly it was to be free at the point of delivery, available to all citizens equally on the basis of 
need rather than ability to pay (The structure of the NHS 2004). To keep costs from rising as 
well as to ensure efficiency and integration, the government abandoned the previous mixed 
system of social insurance, with employer and employee contributions and private voluntary 
insurance in favour of central taxation. The insurance system had proved to be expensive and 
generated a lot of unfairness, leaving 50 per cent of the population, mainly women, children 
and older people, without coverage, in addition, providing care of uneven quality for those 
who were covered. The NHS evolved on the basis of rational planning aimed at redistributing 
health care resources and services across the country on the basis of need and ensuring 
efficiency through integration. The aim was to make health services as universally available 
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and reliable as the postal services, hence the NHS structures are widely copied throughout the 
world. Despite the strong systems of bureaucracy and political accountability that were built 
into the original NHS, considerable decision-making power was devolved to regional and 
district health authorities. Instructions were issued by the department of health, however, 
there was considerable local discretion to determine how local services were organised and 
delivered (UK Department of Health 2009). Although health care is free at the point of use, 
there are certain charges associated for different procedures, to name but a few, eye tests, 
dental care, prescriptions and many aspects of personal care (Tulchinsky & Veravikova 
2009:482). Although the public system dominates the provision of health care in the UK, 
private healthcare and a wide variety of alternative and complimentary treatments are 
available to those willing to pay (Laing & Buisson 2001). 
 
4.4.3 POLICY AND MANAGEMENT 
The responsibility for health and personal social services of each of the constituent countries 
of the UK lies with the Department of Health which oversees local planning, regulation, 
inspection and policy development. The central government sets health priorities for the NHS 
as a whole and controls the overall pool of funds. NHS authorities in turn provide planning 
guidance to the health authorities in terms of service and financial networks. The strategic 
health authorities manage health care and disburse funds on a regional basis, linking the 
department with the NHS (UK Department of Health 2008). 
The NHS is divided into two sections, primary and secondary care with trusts being given the 
responsibility of health care delivery. There are two main kinds of trusts reflecting purchaser 
or provider roles. These trusts include commissioning trusts such as Primary Care Trusts 
which examine local needs and negotiate with providers of both public and private entities to 
provide health care services to the local population, and provider trusts which are; NHS 
bodies delivering health care service. Services commissioned include general practice 
physician services, community nursing, local clinics and mental health services (Doran & 
Roland 2010:1025). In other words, primary care trusts contract with local general 
practitioners, surgeons, dentists and opticians to deliver primary care (NHS Direct 2011). 
Provider trusts are care deliverers, the main examples being hospital trusts and ambulance 
trusts which spend the money allocated to them by the commissioning trusts. As hospitals 
tend to provide more complex and specialised care, they receive the greater portion of the 
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NHS funding. The hospital trusts own assets such as hospitals and the equipment therein 
which are purchased for the nation and held in trust (Light 2003:30). Commissioning has also 
been extended to the very lowest level enabling ordinary doctors who identify a need in their 
community to commission services to meet that need. Primary care is delivered by a wide 
range of contractors such as general practitioners, dentists, pharmacists and optometrists. 
Secondary care can either be elective or emergency care and providers may be in the public 
or private sector (UK Department of Health 2008). 
 
4.4.4 FINANCING OF THE NHS 
According to the OECD Health Data (2009), the NHS is one of the largest publicly funded 
health systems in the world, with a budget of more than GBP90 billion. The NHS relies 
primarily on general tax revenues. Budgets are set every three years as part of the general 
public expenditure planning process. These budgets may be reviewed and adjusted during the 
three year cycle. The NHS accounts for 87 per cent of total health spending of public funds. 
The NHS is funded mainly funded by 76 per cent of general taxation, 19 per cent of national 
insurance contributions and 5 per cent from user charges (UK Department of Health 2006). 
Nearly 80 per cent of the total budget is disbursed to primary care trusts. The NHS system is 
in transition as purchasing responsibilities are being passed from health authorities to primary 
care trusts in England and local health groups in Wales. As mentioned by Boyle (2008:107) 
primary care trusts and local health groups were the main purchasers of health care services 
in 2004, covering populations between 50 000 to 250 000 people, although some larger ones 
have been formed. In Scotland NHS trusts and Health boards were unified thus creating 
integrated purchasing and provider units. 
The government levies direct taxes at the following rates: 10 per cent on the first GBP 1 880 
of taxable income, 22 per cent of a taxable income between GBP 1 881 to 29 400 and 40 per 
cent of anything over GBP 29 400. The standard rate of value added tax (VAT) is 17,5 per 
cent (Boyle 2008). The progressivity of the taxes used for healthcare as measured by the 
kakwani index (1977) indicates that direct taxes in the UK were progressive at +0,28 and 
indirect taxes regressive with -0,15. Overall taxes were mildly progressive at +0,05 (Wagstaff 
& Pradhan 2003). Data on the distribution of the tax burden between income groups shows 
that direct taxes account for 24 per cent of gross income of the top quintile compared to 12 
per cent of the bottom quintile. Overall the bottom income group pays 40 per cent of income 
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on taxation compared to 36 per cent in the top income group. This measure of progressivity 
suggests that overall taxation in the UK might be regressive (Commission on Taxation and 
Citizenship 2000). 
According to the NHS Constitution (2004) over the period 1991 to 2000 the NHS developed 
a contracting system. Many elements of the previous system have been retained and it is now 
operated through a system of service and financial frameworks. These are designed to be 
longer term and based upon more collaborative arrangements between purchasers and 
providers. According to Boyle (2008), the manner in which costs are controlled within the 
NHS system is firstly, as stated previously, the budget for the NHS is set on a three year 
cycle. Secondly, to control utilisation and costs, the government sets a capped overall budget 
for primary care trusts. Both the NHS and primary care trusts are expected to achieve 
financial balance each year. Finally, the centralised administrative system tends to result in 
lower overhead costs (Grand 2002:118). 
 
4.4.5 SYSTEMIC CHALLENGES 
According to Bindman, Weiner and Majeed (2001:136) sustainability and improved quality 
are two of the major challenges facing the NHS. Firstly, although patient satisfaction with 
primary care is generally high, delays in receiving specialist care decrease consumer 
confidence in the system. Secondly, the deficit or overspending of the NHS organisations, in 
particular among the primary care trusts over the past few years, poses a problem and has 
created a financial challenge for the NHS (Klein 2004: 940). In addition, populations across 
the developed world are aging. In the UK, as in many other developed countries, there has 
been considerable concern about the impact of such demographic change on a wide range of 
public policy areas and funding for the long term care of the elderly (NHS Direct 2011). The 
prospect of an aging population in future decades will have implications for the costs of 
providing health care. Treating the elderly is expensive as compared to other age groups and 
it already accounts for a considerable proportion of the health care budget. As the number of 
elderly people is projected to rise, with the number of the oldest rising the fastest, researchers 
have predicted an escalation in the resources required to pay for their treatment (Banks & 
Emmerson 2000). 
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4.5 THE NETHERLANDS 
The Netherlands enacted changes to its health insurance system in the early 1990s (OECD 
2009). The Health Insurance Act reform began and is based on a managed competition 
model. The government gradually enacted reforms to change the system from supply side 
regulation to managed competition. According to Van Der Linden, Spreeuwenberg and 
Schrijvers (2001:112) The Netherlands is the first nation to fully implement this construct. 
 
4.5.1 ECONOMY AND HEALTH SECTOR 
The Netherlands is a country with a population of 17 million people of which 15 per cent are 
above the age of 65. The country‟s GDP from 2000 to 2010 has more than doubled in the last 
ten years as shown in Table 4.5.1 from USD 0,38 trillion to USD 0,77 trillion respectively. 
The Netherlands has the second highest GDP per capita of USD 47 998 amongst the selected 
countries. The GINI coefficient is 0,31 which shows that the Netherlands is a wealthy 
developed country and the greater majority of citizens in the country enjoy a relatively high 
standard of living. 
In 2010, the Netherlands had a total life expectancy of 80 years (World Databank 2012). Life 
expectancy is the number of years that an individual is expected to live as determined by 
statistics. One of the factors affecting these statistics is access to health care and levels of 
health care. In 2010 the government spent 11,9 per cent of  the GDP on public health care 
services of which 18,5 per cent was made up of total government expenditure on public 
health care. 
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Table 4.5.1: Socio-economic Indicators in the Netherlands 
Indicators Year 2000 Year 2010 
Population (million) 16 17 
Population ages 65 and above (% of total) 14 15 
Population growth (annual %) 0,71 0,51 
Total GDP (current US$) 0,38 trillion 0,77 trillion 
GDP per capita (current US$) 24,180 46,597 
GDP growth (annual %) 3,9 1,7 
GINI index - 0,31ᶺ 
Source: World Databank (2012) Note: *year 2009,ᶺ year 2007. 
 
Table 4.5.2: Health Indicators in the Netherlands 
Indicators Year 2000 Year 2010 
Life expectancy at birth, total (years) 78 81 
Number of Maternal deaths 26 11 
Mortality rate, infant (per 1000 live births) 5 4 
Hospital beds (per 1000) 5 4* 
Physicians (per 1000) 3,2 2,8▪ 
Health expenditure per capita (current US$) 1 909 5 593 
Health expenditure private (% of GDP) 2,5 1,6* 
Health expenditure public (% of GDP) 5,0 8,3* 
Health expenditure public (% of government 
expenditure) 
11,3 18,5 
Health expenditure total (% of GDP) 7,9 11,9 
Source: World Databank (2012) 
Note: *year 2009, ▪year 2008. 
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4.5.2 EVOLUTION OF THE NATIONAL HEALTH INSURANCE SYSTEM 
The national government works in conjunction with an independent board to allocate and 
distribute health care funding. The Minister of Health, Welfare and Sport oversees the 
mandatory Dutch insurance scheme. Dutch residents are required to purchase two kinds of 
health related insurance: insurance under the 2006 Health Insurance Act and insurance under 
the Exceptional Medical Expenses Act (Ministry of Health, Welfare and Sport 2001). The 
Health Care Insurance Board is responsible for ensuring that each of these insurance schemes 
offers the basic package of care and that the care is accessible and affordable. The Board acts 
independently as a non-departmental government body, even though the Minister of Health, 
Welfare and Sport appoints its three-member Executive Board. One of the Board‟s three 
primary tasks is the calculation and allocation of payments to insurers from the 15 billion 
euro risk equalisation fund (Ministry of Health, Welfare and Sport 2002).  
 
4.5.3 FINANCING OF THE HEALTH INSURANCE SYSTEM IN THE 
NETHERLANDS 
With regards to financing, the 2006 reforms completely reconfigured the flow of health care 
financing. Financing for the system primarily comes from two sources. Employees contribute 
one half of all revenues directly to the risk equalisation fund through an income based 
contribution calculated at 7,2 per cent or 4,4 per cent for the self-employed and of the first 31 
200 euros of annual income (Lieverdink 2001:1186). Under the provisions of the National 
Insurance Financing Act, insured persons are liable to make contributions.  
National insurance contributions are levied on taxable income together with income tax. 
Employers are responsible for deducting the contribution directly from wages or allowances. 
Individual adults contribute 45 per cent of the costs of the system in the form of community 
rated premiums fixed according to province (Van Der Linden et al. 2001:113). For lower-
income families, the state provides a “care allowance”. The state also finances the premiums 
for children aged 18 years and younger.  Since 1998 the administration of the health 
insurance contributions has been entrusted to a regional single payer, which is usually the 
largest sickness fund in each of 31 areas. There are currently 24 sickness funds. Citizens have 
a choice of sickness fund and may change fund once a year (Ministry of Health, Welfare and 
Sport 2001). 
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4.5.4 SYSTEMIC CHALLENGES 
 According to the Ministry of Health, Welfare and Sport (2001) full implementation of the 
2006 reforms is the major challenge the Netherlands faces now and in the near future. 
Controlling costs is one of the main reasons why the Dutch enacted health care reform. The 
2006 Act was expected to stem the 4,4 per cent annual increase in health care costs from 
2001 to 2006. Health care costs were projected to increase to 5,5 per cent annually during 
2008 to 2011 (OECD 2009). The Dutch government‟s intentions were for the reform to slow 
this growth down as well as to reduce health spending. Secondly, enforcement of the 
coverage mandate, one of the primary tasks of the Health Care Insurance Board is proving to 
be problematic.  
Approximately 1,5 per cent of the insured had not made any premium payments for six 
months. As such, in the event of a default, the insurer is allowed to terminate the policy and 
refuse coverage for the next five years. However, other insurers must still accept the defaulter 
(Lieverdink 2001:193). Thirdly, even in the light of risk equalisation payments, risk selection 
is a concern. Should the risk equalisation formula prove inadequate, insurers will attempt to 
select only health low risk consumers into their risk pool. Finally, waiting times or lists are 
the most visible public issue. In addition, they also cause concern from a legal viewpoint as 
they indicate that the system cannot provide services to which the insured are entitled. 
Waiting lists are not related to hospital occupancy as the extremely low occupancy rates 
demonstrate. A restructuring of the three health insurance components is at the top of the 
Dutch government‟s agenda in order to ensure higher equity in contributions or premiums 
(Social and economic council report on medical insurance 2008). 
 
4.6  GERMANY  
The German system known as the Bismark model is the oldest in the world and was 
established in 1883. Although it has undergone many changes since then, the basic structure 
remains (Homburg 2000:237). According to Breyer and Haufler (2000: 448) The German 
political system is characterised by federalism and corporatism. The responsibilities for 
health reflect this; they are shared between the federal government, the Lander and 
corporatist bodies. The health care system is predominantly funded through social health 
insurance contributions. 
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4.6.1 ECONOMY AND HEALTH SECTOR 
Germany is one of the only countries that experienced a negative population growth of -0,15 
over the ten year period from 2000 to 2010. The population has decreased slightly from 82 
million to 81,7 million respectively. In Germany, 20 per cent of the population is over the age 
of 65, with a total life expectancy of 80 years.   
Germany had an increase in GDP from USD1,88 trillion in 2000 to USD3,25 trillion in 2010. 
In the same year (2010) Germany ranked fourth after Canada amongst the selected countries 
for this study with a GDP per capita of USD39 851. In the same year Germany spent 11,6 per 
cent of the GDP on public health care. This consisted of 18,7 per cent of total government 
expenditure (World Databank 2012). Germany is currently one of the most economically 
developed countries in the world and it is evident from Table 4.5.2 that Germany invests 
significantly in health care as shown by the amount for health expenditure per capita of 
USD4 668.  
Table 4.6.1: Socio-economic Indicators in Germany 
Indicators Year 2000 Year 2010 
Population (million) 82,2 81,7 
Population ages 65 and above (% of total) 16 20 
Population growth (annual %) 0,13 0,15 
Total GDP (current US$) 1,88 trillion 3,25 trillion 
GDP per capita (current US$) 22 946 39 852 
GDP per capita growth (annual %) 3,7 8,0 
GINI index 0,28 0,29 
Source: World Databank (2012)  
Note: *year 2009. 
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Table 4.6.2: Health Indicators in Germany 
Indicators Year 2000 Year 2010 
Life expectancy at birth, total (years) 78 80 
Number of Maternal deaths 52 51 
Mortality rate, infant (per 1000 live births) 4,4 3,4 
Hospital beds (per 1000) 9,1  8,2* 
Physicians (per 1000) 3,3 3,6* 
Health expenditure per capita (current US$) 2 366 4 668 
Health expenditure private (% of GDP) 2,1 2,4 
Health expenditure public (% of GDP) 8,2 8,5* 
Health expenditure public (% of government 
expenditure) 
18,2 18,2 
Health expenditure total (% of GDP) 10,2 11,6 
Source: World Databank (2012) 
Note: *year 2009. 
 
4.6.2 EVOLUTION OF THE NATIONAL HEALTH INSURANCE SYSTEM 
Germany passed a significant change to its health care system in 2007. The change had four 
target goals; firstly, mandatory health insurance coverage, secondly, improvement of medical 
care, thirdly, modernisation of sickness funds and lastly, reform of the health fund which is 
the base of healthcare financing in Germany (Blomquist & Christiansen 1998:405). As the 
different parts of the reform will be enacted at different times, both the previous system and 
the impact of the new reform will be discussed below. 
 
4.6.3 POLICY AND MANAGEMENT 
The German government controls most of the health policy development and health care 
delivery. The Ministry of Health introduces and executes health policy for the country. The 
current policy emphasises solidarity, in other words, the idea that all citizens should have 
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equal access to high quality health care, regardless of their ability to pay (Busse 2001:74). 
The Ministry also administered the health solidarity fund which was reorganised as of 
January 2009, under the 2007 reform. Prior to 2009, the German model was in a state of 
transition, it was reorganising its internal subsidy to be more streamlined. At this time health 
care financing in Germany followed an internal subsidy model. In this system consumers paid 
both their solidarity tax and health insurance premium directly to the applicable sickness fund 
(Cochrane 1995:449). The sickness fund then remitted the solidarity fund contribution to the 
government health fund, while the solidarity fund distributes premium subsidies to the 
sickness funds. In keeping with the solidarity principle, the government subsidised premiums 
for certain low income or special classes of residents (Breyer & Haufler 2000:460).    
 
4.6.4 FINANCING OF THE GERMAN HEALTH INSURANCE SYSTEM 
Under the German internal subsidy model is fully instituted, both employers and employees 
pay their contributions directly to the applicable sickness fund. Contributions are calculated 
based on a percentage of wage or salary and differ among sickness funds. At the individual 
level employers and employees divide the contribution payment equally. On average 
employees contribute 7,6 per cent of their salary for health insurance and employers 
contribute 6,6 per cent (Busse 2000). Premium subsidies are, however, available for workers 
who earn less than USD60 000 per year, retired persons, students and those who are 
unemployed, disabled or homeless. The reorganisation of the 2007 health reform financing 
model meant that rather than a progressive percentage based on income contributed to a 
sickness fund, individuals and employers contribute a flat percentage rate directly to the 
health fund, commencing in January 2009 (WHO 2010). 
According to the German Ministry of Health (2007), health care in Germany is delivered in 
both the public and private sectors. Both public and private providers deliver in-patient 
hospital care. The majority of hospitals are enrolled in a hospital plan, which means that 
hospitals receive funding through the same mechanisms and it does not matter who the 
owners are. There are two primary channels of hospital financing; sickness funds provide 
approximately 93 per cent of the total funds, covering recurrent expenditures and 
maintenance costs. States‟ governments plan investments in hospitals, which are financed by 
both the state and local governments (Breyer & Haufler 2000:443). These investments cover 
the remaining 7 per cent of hospital financing. Private for profit providers deliver ambulatory 
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care in Germany. Presently 17 regional associations negotiate annual contracts for 
ambulatory care on behalf of their members. Each association receives a lump sum, which it 
then submits into two funds; one for the primary care providers and the other for specialists. 
Individual physicians receive payment based on an invoice of total services provided and 
calculated according to a relative value scale (German Ministry of Health 2007). 
As mentioned above, certain classes of citizens are insured by law. This includes workers 
who earn less than USD60 000 per year, retired persons, students and those who are 
unemployed, disabled or homeless are covered under the social health insurance system 
(Breyer 2004:680). All those insured under this system have equal access to benefits; 
statutory plans cannot refuse any applicant. Benefits include in-patient and out-patient care, 
all necessary medication, rehabilitation therapy and even dental benefits. The reforms attempt 
to keep solidarity ideals intact. Standard social insurance benefits will be similar to current 
ones. All eligible applicants have to be accepted and physicians have an obligation to treat. If 
patients are unable to pay their premiums, the welfare system will cover the payments. In 
addition, private insurance premiums will be capped at the average maximum contribution in 
the statutory system (Homburg 2000: 238). 
 
4.6.5 SYSTEMIC CHALLENGES 
The transition to the universal mandate poses the most immediate challenge to the German 
system. It is of utmost importance that Germany monitors the progress of the 2007 health 
reform implementation. Unexpected and unintended consequences may arise and the health 
ministry must be prepared to meet unanticipated challenges. Moreover, the OECD (2009) 
criticised the plan for not doing enough to alleviate the rising costs of health in Germany to 
the detriment of the population. 
 
4.7 DENMARK 
Denmark has a long history of providing social welfare services. This dates back to the 18
th
 
century predating both the central democratic parties and organised philanthropy. Historically 
the set government policy related to social benefits and the regional and local authorities 
implemented them. Taxes levied at all levels of government paid for the services. Denmark 
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enacted some changes to this basic structure, though the framework itself remains mainly 
intact. (Luiz & Wessels 2004:1). 
 
4.7.1 ECONOMY AND HEALTH SECTOR 
All of Denmark‟s approximately 5 million residents are entitled to health insurance coverage. 
In 2010 16 per cent of Denmark‟s population was over the age of 65. The GDP of Denmark 
in 2000 and 2010 was recorded to be USD0,16 trillion and USD0,31 trillion respectively The 
GDP per capita amounted to USD56 278. Denmark‟s GDP per capita increased from  
USD29 980 in 2000 to USD56 278 in 2010. Denmark is one of the countries with the lowest 
GINI coefficient of 0,24. Denmark is a small country, yet it has a wealthy, developed and 
well-diversified economy. 
As shown in Table 4.6.2 The Danish government spent 11,4 per cent of the total GDP on 
health care and 16,8 per cent of total government expenditure was allocated to public health 
expenditure (World Databank 2012). Denmark has a total life expectancy of 79 years which 
is similar to that of other developed nations. In 2010, amongst the countries selected for this 
study, Denmark spent the most on health expenditure per capita which amounted to USD6 
422. This amounted has tripled since year 2000 which was USD2 474. 
Table 4.7.1: Socio-economic Indicators in Denmark 
Indicators Year 2000 Year 2010 
Population (million) 5 5 
Population ages 65 and above (% of total) 15 16 
Population growth (annual %) 0,33 0,44 
Total GDP (current US$) 0,16 trillion 0,31 trillion 
GDP per capita (current US$) 29 980 56 278 
GDP per capita growth (annual %) 3,5 1,3 
GINI index - 0,24 
Source: World Databank (2012) 
 Note: *year 2009. 
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Table 4.7.2: Health Indicators in Denmark 
Indicators Year 2000 Year 2010 
Life expectancy at birth, total (years) 77 79 
Number of Maternal deaths 5 8 
Mortality rate, infant (per 1000 live births) 4,6 3,3 
Hospital beds (per 1000) 4,3 3,5* 
Physicians (per 1000) 2,8 3,4* 
Health expenditure per capita (current US$) 2 474 6 422 
Health expenditure private (% of GDP) 1,5 1,5* 
Health expenditure public (% of GDP) 6,8 8,9* 
Health expenditure public (% of government 
expenditure) 
12,6 16,8 
Health expenditure total (% of GDP) 8,2 11,4 
Source: World Databank (2012) 
Note: *year 2009. 
 
4.7.2 EVOLUTION OF THE NATIONAL HEALTH INSURANCE SYSTEM 
The Danish health care system is predominantly funded through local taxation with integrated 
funding and provision of health care at the local level. Most primary care is provided by 
privately practising general practitioners. Hospital care is mainly provided by hospitals 
owned and run by the counties. Private hospital providers are limited accounting for less than 
one per cent of hospital beds (Schabloski 2008:6).  
 
4.7.3 POLICY AND MANAGEMENT  
In 2005 reforms created a more decentralised relationship between the federal, regional and 
local authorities, yet retained some federal oversight. The Health Act of 2005 reorganised the 
administration of the Danish health care system along three administrative levels. 
Implemented in 2007 the former ministry of the interior and health was split and the Ministry 
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of Health and Prevention now oversees all health policy and sets goals for health care 
delivery (WHO 2009). The decentralised system delegates implementation and management 
to the five regional and 98 local authorities. The regional authorities administer and deliver 
hospital services, while the local authorities purchase those services using state block grants. 
To facilitate cooperation and coordination between the new administrations the National 
Board of Health has required the regions and their municipalities to enter into regional health 
agreements. (International profiles of health care profiles 2011). 
 
4.7.4 FINANCING OF THE DANISH HEALTH INSURANCE SYSTEM 
Financing for Denmark‟s health care system has become more centralised through taxation 
only at the national level. As opposed to the Canadian county based system, the regional 
authorities have no power to levy taxes. National health care tax revenues make up 81 per 
cent of the funding for the Danish health care system. The government funds the regional 
authorities through the block grants. Co-payments make up the remaining 19 per cent of the 
overall health care budget. These payments cover mainly pharmaceutical products, dentistry 
and physiotherapy for the majority of residents. (WHO 2002). 
 
4.7.5 SYSTEMIC CHALLENGES 
The new Danish reforms have yet to perfect some systemic issues. The new administrative 
organisation has disrupted the previous formal and informal networks. Adapting to change 
and ensuring that the new structure helps and not inhibits the system, in order to attain its 
goals of quality, effectiveness and efficiency will be a major challenge (Wolper 2005:25). 
Much like the UK, Denmark must ensure that it can sustain universal coverage while 
satisfying increasing demand due to an aging population which applies pressure on health 
care expenditure and pensions (Vallgarda, Krasnik & Vrangbaek 2001). 
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4.8 FRANCE 
France has implemented several statutory changes in the past decennial that have 
substantially changed the funding scheme from that of a tax earned on income to a tax on 
total income. 
4.8.1 ECONOMY AND HEALTH SECTOR 
According to the World Databank (2012), the French government provides health care to all 
65 million residents under its jurisdiction, nearly 60,9 million live in France and the 
remainder live in French Guiana, Guandeloupe, Martinique and Reunion (Sandier, Polton, 
Paris & Thomson 2002:32). In 2010, 17 per cent of the population in France was over the age 
of 65, which is almost a fifth of the population. The GDP from 2000 to 2010 was 1,32 trillion 
and 2,54 trillion respectively. GDP per capita increased from USD21 775 in 2000 to USD39 
170 in 2010. The GINI coefficient is 0,29 which depicts that France is a country of minimal 
poverty whose population enjoy a relatively high standard of living. France is a wealthy 
nation with a developed economy.  
Table 4.8.1: Socio-economic Indicators in France 
Indicators Year 2000 Year 2010 
Population (million) 61 65 
Population ages 65 and above (% of total) 16 17 
Population growth (annual %) 0,7 0,5 
Total GDP (current US$) 1,32 trillion 2,54 trillion 
GDP per capita (current US$) 21 775 39 170 
GDP per capita growth (annual %) 3,7 1,7 
GINI index 0,28 0.29 
 Source: World Databank (2012)  
 Note: *year 2009. 
 
In the year 2010, health care expenditure was 11,8 per cent of the total GDP of which 16,3 
per cent consisted of total government expenditure on public health care. France is a nation 
whose population enjoys longevity with a total life expectancy of 81 years. Public health 
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expenditure per capita amounted to USD4 691 which is the average for most developed 
countries. According to the World Health Organisation report (2012) The French health care 
system was cited as the best performing system in the world according to availability and 
organisation of health care providers.  
 
 Table 4.8.2: Health Indicators in France 
Indicators Year 2000 Year 2010 
Life expectancy at birth, total (years) 80 81 
Number of Maternal deaths 72 67 
Mortality rate, infant (per 1000 live births) 4,4 3,4 
Hospital beds (per 1000) 8,1 6,9* 
Physicians (per 1000) 3,3 3,4 
Health expenditure per capita (current US$) 2 184 4 691 
Health expenditure private (% of GDP) 2,1 2,4 
Health expenditure public (% of GDP) 8,0 9,0 
Health expenditure public (% of government 
expenditure) 
15,5 16,3 
Health expenditure total (% of GDP) 10,0 11,9 
 Source: World Databank (2012) 
 Note: *year 2009. 
 
4.8.2 EVOLUTION OF THE NATIONAL HEALTH INSURANCE SYSTEM 
The public health insurance programme in France was established in 1945 and has undergone 
many changes since then, one of which has resulted in the entitlement of health care to all 
legal residents. The French health care system is predominantly funded through tax revenues 
and social health insurance contributions from employers and employees. Health care is 
purchased and paid for by health insurance schemes and the government. Health care is 
provided by private practitioners as well as both private and public hospitals (Sandier et al. 
2002:34). All legal residents of France are covered by public health insurance. Until January 
2002, the basis of entitlement was employment status, however, since the Universal Health 
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Coverage Act came into effect, the small proportion of the population without public health 
insurance became entitled to public coverage on the basis of legal residence in France (WHO 
2009). 
 
4.8.3 POLICY AND MANAGEMENT 
The state sees to it that the whole population has access to health care. The state dictates the 
type of care that is reimbursed and to what degree, as well as what the role of the different 
participating entities are. Responsibility for health services is split between the national, 
regional and departmental levels of government (Merkel 2005: 1415). At the state level the 
parliament sets the national ceiling for health insurance expenditures every year. The 
Ministry of health regulates much of the health care system. At the regional level, regional 
hospital agencies are responsible for allocating funds to public hospitals, adjusting taxes for 
private for profit hospitals as well as planning for all types of hospitals. These agencies report 
to the Minister of health. Finally, the general councils provide social, health and public health 
services at the departmental level. (OECD 2009). 
 
4.8.4 FINANCING OF THE FRENCH HEALTH INSURANCE SYSTEM 
Tax revenues from a variety of sources fund the bulk of the French health care system. In 
2000 the vast majority of health insurance revenue came from the general social contribution 
tax and the contributions of employers and employees. Contributions to the social security 
system differ according to the source of the income. Each resident pays a general social 
contribution based on total income (Schabloski 2008:9). Since 1998 this tax based on total 
income has replaced most of the employee component of social health insurance 
contributions (CSG). A study conducted by the OECD Health Statistics report (2009), stated 
that the health insurance rate for earned income, capital gains and gambling winnings is 5,25 
per cent, while benefits such as pensions or social allowances are taxed at a rate of 3,95 per 
cent. Earnings based contributions are levied at 0,75 per cent of gross earnings. The 
remaining funds are provided through tax subsidies and specifically earmarked taxes such as 
car usage, alcohol and tobacco consumption. Pharmaceutical companies also contribute based 
on sales and promotional expenditure.  
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4.8.5 SYSTEMIC CHALLENGES 
The WHO (2002) ranked France as the best health care system in the world. Yet, even France 
must address challenges relating to sustainable financing. Much like other health systems in 
developed nations, the French scheme must overcome issues related to increasing health care 
costs and increased demand due in part to the aging population (Wolper 2004:25). Another 
challenge faced by the French health care system is to formulate and implement measures to 
increase and enforce patients‟ rights and more generally to enhance the ability for health care 
consumers to have their views acknowledged within the system in order to improve 
responsiveness and accountability (Schabloski 2008:9). What is of major concern is that the 
demography of the medical profession and other health professionals will decline as a result 
of past decisions to impose quotas in medical schools. In addition, this raises the question of 
doctors, geographical distribution and their freedom of choice in location and setting up their 
practices. It is already difficult to find some doctors to practise in some rural and suburban 
areas (Merkel 2005:1419). 
 
4.9 SOUTH KOREA 
South Korea has a National Health Insurance (NHI) system, which is compulsory and 
required by Korean law. Everyone resident in the country is eligible regardless of nationality 
or profession. The National Health Insurance Corporation (NHIC) is the only public 
insurance institution operated by the ministry of Health and Welfare in Korea (Choi 2001). 
4.9.1 ECONOMY AND HEALTH SECTOR 
South Korea has a population of 49 million and ten per cent of the population is over the age 
of 65. The GDP between 2000 and 2010 was 0,53 trillion and 1,24 trillion respectively. The 
GDP per capita increased from USD16 503 in 2000 to USD29 997 in 2010.  
The GINI coefficient in 2010 was 0.,31. South Korea has recently been reclassified from a 
developing nation to that of a developed country. South Korea has a much higher GDP than 
required and the citizens enjoy a high standard of living.    
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Table 4.9.1: Socio-economic Indicators in South Korea 
Indicators Year 2000 Year 2010 
Population (million) 47 49 
Population ages 65 and above (% of total) 7 10 
Population growth (annual %) 0,85 0,44 
Total GDP (current US$) 0,53 trillion 1,24 trillion 
GDP per capita (current US$) 16 503 29 997 
GDP per capita growth (annual %) 4 6,3 
GINI index 0,30 0,31 
Source: World Databank (2012) 
Note: *year 2009. 
 
Table 4.9.2: Health Indicators in South Korea 
Indicators Year 2000 Year 2010 
Life expectancy at birth, total (years) 63 69 
Number of Maternal deaths 490 280 
Mortality rate, infant (per 1000 live births) 41,8 26,3 
Hospital beds (per 1000) 7,1 12,3 
Physicians (per 1000) 1.3 2 
Health expenditure per capita (current US$) 1 237 2 023 
Health expenditure private (% of GDP) 2,7 2,6  
Health expenditure public (% of GDP) 2,8 5,6 
Health expenditure public (% of government 
expenditure) 
9,7 12,4 
Health expenditure total (% of GDP) 5,6 6,9 
Source: World Databank (2012), WHO (2012) 
Note: *year 2009, ▪ year 2008. 
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Total health expenditure consists of 5,6 per cent of the GDP which falls within the 
recommendation outlined by the WHO. This makes up 12,4 per cent of total government 
expenditure. In addition public health expenditure per capita amounts to USD2 023 (World 
Databank 2012). South Korea has an average total life expectancy of 69 years which is 
reasonable for a newly developed country. 
 
4.9.2 EVOLUTION OF THE NATIONAL HEALTH INSURANCE SYSTEM 
South Korea achieved universal health insurance in 12 years. Korea‟s universal health 
insurance was initiated in 1977 when the government mandated medical insurance for 
employees and their dependants in large firms with more than 500 employees and extended 
coverage stepwise for smaller sized firms (Chun, Kim, Lee & Lee 2009:17). Gradually health 
insurance coverage was expanded to different groups in the society such as government 
employees, private school teachers, industrial work places with more than 300 employees and 
then those with more than 100 employees. In the late 1980s health insurance expansion 
became regionally based first to rural residents in 1988 and then to urban residents in 1989 
upon which health insurance had been extended to the whole population. (Song 2009: 206). 
Each of these expansions was overseen and mandated by government. 
 
4.9.3 POLICY AND MANAGEMENT 
South Korea‟s healthcare security system has three arms: the National Health Insurance 
Program, Medical Aid Program and Long term Care Insurance Program. The National Health 
Insurance Program is broadly divided into four parts; firstly, the Ministry of Health, Welfare 
and Family Affairs is in charge of supervision and policy decisions (Kim 2000). It supervises 
the operation of the National Health Insurance Program through the formulation and 
implementation of policies. Secondly, the National Health Insurance Corporation is in charge 
of managing the National Health Insurance Program, namely the enrolment of insured people 
and their dependants, the collection of contributions and setting of medical fee schedules 
(Kwon 2009). Thirdly, the Health Insurance Review Agency is in charge of reviewing 
medical fees and doing health care evaluation. Lastly, medical care institutions provide health 
care services; they are directed and supervised by the Ministry of Health, Welfare and Family 
Affairs (Kim 2000).  
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As stated by Song (2009: 210) all citizens in South Korea are eligible for coverage under the 
National Health Insurance Program. In 2006 the total number of covered people was over 
96,3 per cent of the total population. The insured are divided into two categories: employee 
insured and self-employed insured. The employee insured category includes the insured 
person‟s immediate family and direct lineal ascendants and descendants. Insured employees 
pay 5,08 per cent of their average salary in contribution payments. These rates are subject to 
change annually (OECD 2009). The self-employed insured category includes people 
excluded from the previous category. Their contribution is set taking into account their 
income, property owned by them, their standard of living and rate of their participation in 
economic activities. The remaining 3,7 per cent are supported by the Medical Aid Program 
(Song 2009:211). 
 
4.9.4 FINANCING OF THE KOREAN HEALTH INSURANCE SYSTEM 
The NHI program has three sources of funding namely: contributions, government subsidies 
and tobacco surcharges. The first source of funding, contribution payments, are made by the 
insured. Employee insured individuals are required to contribute 5,08 per cent of their salary. 
The employer and employee each pay 50 per cent of this amount (Choi 2001:32). As 
mentioned above, the contribution of the self-employed insured is based on their level of 
income. The second source of funding is the government that provides 14 per cent of the total 
annual projected revenue, which is comprised of the contributions paid by the insured of the 
National Health Insurance Program. Finally, the last source of funding is the surcharge on 
tobacco. This provides six per cent of the total annual projected revenue (Kim 2000:14). 
 
4.9.5 SYSTEMIC CHALLENGES  
Regional inequalities in access to medical care services in South Korea should be addressed. 
Due to medical profit maximisation strategies, most private medical facilities are located in 
urban areas. According to the OECD Health Data (2008) 92,1 per cent of physicians and 90,8 
per cent of hospital beds are in urban areas while only 79,7 per cent of the population reside 
in these urban areas. 
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South Korea is fast becoming an aging society. In line with the increase in the elderly 
population, there has been an increase in medical expenditure for chronic degenerative 
diseases, which has become a cumbersome social burden, especially for the younger 
population through comprehensive health care reform. (WHO 2002). 
The Korean NHI has been unable to control health care expenditures. The Korean 
government has assumed complete control over medical care financing without including the 
medical profession in the policymaking process. Organised medicine is concerned that only 
65 per cent of customary medical care costs are reimbursed by current health insurance. 
Korean physicians blame the government, claiming that it has developed a universal health 
insurance system at the expense of their professional incomes and autonomy. 
According to Song (2009:210) Korean medical professionals have practised without any 
public accountability. Government has not intervened in the clinical autonomy of medical 
doctors. There is concern that these “laissez-faire” practices have resulted in dismal health 
care statistics, excessive overuse of antibiotics, more magnetic resonance imaging machines 
per million population than anywhere else in the world, as well as caesarean delivery rates of 
about 40 per cent of live births. 
While the Korean government has begun to show interest in controlling health insurance 
costs, it has done little public monitoring and regulating of health care services provided by 
doctors and pharmacists. As a result of this unbalanced governmental approach, the Korean 
people have been exposed to excessive and sometimes harmful health services. (WHO 2002). 
As such this structural problem derives from 3 interrelated weaknesses in the Korean health 
care system. First, medical specialists make up more than 80 per cent of practicing medical 
doctors in Korea (Yang 2008). In addition, one fourth of Korean medical doctors have two or 
more specialties. In most Western industrialised countries, medical specialists constitute no 
more than 50 per cent of all practising physicians. Korean medical care costs have escalated 
because medical specialists generate high-tech, expensive tests and treatments in highly 
commercialised university hospitals (OECD 2009). This, in turn, has exacerbated the 
financial deficit of the Korean NHI. The Korean government has developed no policy tools 
with which to discourage Korean medical doctors from becoming specialists. 
Pharmaceutical expenditures in South Korea have consumed approximately 30 per cent of 
total health expenditures. Before the policy of separating medical care reimbursement from 
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pharmaceutical reimbursement was implemented in July 2000, Korean pharmacists were free 
to sell antibiotics and other potent biomedical drugs to customers without a doctor‟s 
prescription. Government has never prevented pharmacists from serving as primary health 
care practitioners. This factor has contributed to NHI‟s financial crisis.  
 
4.10 GHANA 
African countries face many challenges in health care financing, not least being the 
inadequacy of funding and high out of pocket payments for health care.  A consensus is 
emerging regarding the need for developing countries to move towards universal coverage 
through pre-payment financing mechanisms, given that user fees and other direct payments 
have had and continue to have negative effects particularly on poor individuals and 
households (Akazili, Gyapong & McIntyre 2011:1). The Ghanaian health care system, as in 
many other countries, is significantly financed by direct and indirect tax revenue. Apart from 
tax, health care in Ghana is also financed by health insurance contributions made up of 
premiums from the informal sector, payroll deductions to the NHI scheme and out of pocket 
payments.  
 
4.10.1 ECONOMY AND HEALTH SECTOR 
In 2010 the Ghana had a total population of 24 million; four per cent of the population was 
over the age of 65. The GDP between 2000 and 2010 was recorded to be USD4,97 billion 
and 32,17 billion respectively, which is a rather significant increase. The GDP per capita 
increased from USD260 in 2000 to USD1 319 in 2010. The GINI coefficient in 2010 was 
0,39. Ghana is a developing nation as indicated by the economic indicators.  
The Ghanaian government spends a total of 3,1 per cent of its GDP on health care 
expenditure and this consists of 12,1 per cent of government expenditure. Health expenditure 
per capita amounted to USD67 which increased significantly over the ten year period from 
USD18 in 2000. The life expectancy in the Ghana is an average of 64 years (World Databank 
2012). 
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4.10.2 EVOLUTION OF THE NATIONAL HEALTH INSURANCE SYSTEM 
Ghana was the first country in sub-Saharan Africa to gain independence from the British. 
Under the leadership of Dr Kwame Nkrumah, Ghana set up a National Health Service which 
was fully financed from state revenue. The advantage of this system was that, it was 
progressive, meaning higher income individuals paid higher taxes than low income people 
(Gobah & Liang 2011:91). 
Table 4.10.1: Socio-economic Indicators in Ghana 
Indicators Year 2000 Year 2010 
Population (million) 19 24 
Population ages 65 and above (% of total) 3 4 
Population growth (annual %) 2,4 2,4 
Total GDP (current US$) 4,97 billion 32,17 billion 
GDP per capita (current US$) 260 1 319 
GDP per capita growth (annual %) 3,7 8,0 
GINI index 0,41 0,39 
Source: World Databank (2012)  
Note: *year 2009. 
 
It also provided service for everybody without any costs; therefore it protected the poor 
people from financial shocks. It did not involve user charges at the point of service. The 
disadvantages, however, were very clear, in that the medical services provided were indeed 
low quality and were biased towards the urban populace and neglected the rural poor. In 
1971, the government introduced user fees to patients for hospital procedures. Initially, the 
fees were small, but the principle was established (Baidoo 2009:28).  
By the early 1980s, Ghana was experiencing a balance of payments crisis which was soon 
generalised into an economic crisis which affected all sectors of the economy. In Ghana and 
across Africa, structural adjustment was foisted on one country after the other, and efforts 
were made to dismantle agricultural marketing boards, privatise, commercialise, liquidate 
state-owned enterprises, deregulate various aspects of the economy, reduce the size of the 
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state bureaucracy through civil service retrenchments, encourage the private sector, and 
promote the embracing of the market (Akazili, Gyapong & McIntyre 2011:3).   
Table 4.10.2: Health Indicators in Ghana 
Indicators Year 2000 Year 2010 
Life expectancy at birth, total (years) 58 64 
Number of Maternal deaths 3 600 2 700 
Mortality rate, infant (per 1000 live births) 64 50 
Hospital beds (per 1000) 0,9ⁿ 0,29* 
Physicians (per 1000) 0,1▪ 0,1* 
Health expenditure per capita (current US$) 18 67 
Health expenditure private (% of GDP) 4,2 3,8ⁿ 
Health expenditure public (% of GDP) 3,0 3,8ⁿ 
Health expenditure public (% of government 
expenditure) 
10,8 12,1 
Health expenditure total (% of GDP) 2,9 3,1* 
Source: World Databank (2012) 
Note: *year 2009, ▪year 2008, and ⁿyear 2005. 
 
Structural adjustment was very much concerned about balancing budgets and servicing public 
debt, both domestic and external. To do this, there were budget cuts on social spending with 
education and health bearing the heaviest brunt. Slowly but surely, the government was 
forced to introduce cost recovery into the health system in Ghana. This was popularly known 
as “cash-and-carry” (OECD 2009). This system was a product of the structural adjustment 
programme which the International Monetary Fund (IMF) and the World Bank had 
prescribed, which Ghana readily adopted. It involved the wholesale withdrawal of 
government subsidies on health delivery. (Global Health Leadership Institute 2009). 
Under the cash-and-carry system, patients were asked to pay the full cost of medication and 
care. Due to economic crises and mismanagement, the government had to reduce spending on 
health and social affairs. Less money was available for health; hence the government was not 
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able to finance the health system via general taxation (Baidoo 2009:30). Ghana is still in the 
process of restructuring its health care financing in the wake of the introduction of a national 
health system (Carrin, Waelkens & Criel 2005:799). In 2003 the government of Ghana 
passed the National Health Insurance Act. Its primary goal was to improve access to quality 
basic health care services through the establishment of district level Mutual Health 
Organisations (MHOs) or district wide insurance schemes (Government of Ghana 2004:3). 
 
4.10.3 POLICY AND MANAGEMENT 
To mobilise additional funds for the implementation of the district mutual health insurance 
schemes, the government of Ghana instituted a National Insurance Levy of 2,5 per cent on 
specific goods and services. In addition, the 2,5 per cent of the 17,5 per cent of the social 
security contributions paid by formal sector employees are automatically redirected to pay the 
NHIS (Baidoo 2009:38). The beneficiaries and their dependants are automatically enrolled in 
their district schemes. Approximately 80 per cent of the NHIS is financed by these taxes. For 
those in the informal sector, those who are identified as „core poor‟ are exempted from the 
scheme (Carrin, Waelkens & Criel 2005:799).  
 
4.10.4 FINANCING OF THE GHANAIAN HEALTH INSURANCE SYSTEM 
Since there is a wide disparity within the socio-economic status of all residents in Ghana, the 
contributions made by residents are not all the same in order to ensure affordability. This 
could also mean that contributions vary from one district to another. The NHI fund pools 
resources from the following five different types of sources: firstly, ear marked budgetary 
allocation through a system of „ring fencing‟ (Akazili, Gyapong & McIntyre 2011:3). The 
Ministry of finance earmarks budgetary funds meant for health with a five year program of 
work, over 30 per cent of this envelope is channelled through the NHIS. Secondly, a national 
health insurance levy is imposed at a rate of 2,5 per cent on the supply and import of goods 
and services (Government of Ghana 2004:5). Thirdly, social security contributions for the 
NHIS come from about 15 per cent of individual contributions to the social security and 
pension‟s scheme fund, however, the Ministry of Finance pays for exempted persons 
annually to the National Health Insurance Authority as a contribution to the NHIS. Fourthly, 
earmarked funding from specialised agencies and development partners continue to be a 
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significant source. Lastly central funds are also set aside to recapitalise schemes in times of 
distress (Baidoo 2009:45).  
 
4.10.5 SYSTEMIC CHALLENGES 
Ghana, like most developing countries, is struggling to find the means to provide a 
comprehensive health care system to its citizens. The current system fashioned under the 
“modern” health care delivery system has proven inadequate in meeting the basic health care 
needs of citizens. According to a report by the Global Health Leadership institute (2009) a 
key factor underlying health care delivery in Ghana is the lack of qualified health 
professionals, in addition there is increasingly insufficient training of health personnel and a 
geographical discrepancy in health care accessibility. The NHI schemes face inadequate 
manpower and lack the required skills to function as viable financial institutions. 
(Government of Ghana 2004:5). 
Another challenge is that government is experiencing difficulties in enrolling the large 
segment of the population in the informal sector. Approximately only 22 per cent of workers 
in the informal sector had enrolled in the NHIS by September 2006. This is quite significant 
as the informal sector employs 70 per cent of the Ghanaian workforce (OECD 2009). The 
high costs of imported drugs have made health services unaffordable for the majority of 
people. Consequently Ghanaians are now turning to alternative health care provisions, 
namely the traditional health care system due to its availability, accessibility and utilisation 
(WHO 2001). Taking the aforementioned matter into account, the government has done little 
to reform and fully incorporate this system into the modern health care structure. 
 
4.11 KENYA 
Kenya‟s health system is structured in a step-wise manner, which makes an allowance for 
complicated cases to be referred to a higher level. Gaps in the system are filled by private and 
church run units. In 1994 the government published the Kenya health policy framework 
which envisioned providing quality health care that is acceptable, affordable and accessible to 
all (Mwabu, Manzia & Liambila 1995:164). Decentralisation was the guiding strategies 
managing the country‟s health care needs. The policy framework has been implemented 
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through two five year plans. Under the framework, the country‟s health system is organised 
in a hierarchical pyramid (WHO 2008).  
 
4.11.1 ECONOMY AND HEALTH SECTOR 
Kenya is a low income country in Eastern Africa, with an estimated population of 41 million 
of which 78 to 80 per cent live in rural areas. Advances made against poverty and 
improvements in health indicators in the 1970s deteriorated from the mid-1980s with the 
growing population and worsening socio-economic and political environment, as well as a 
severe social development crisis (Oyaya & Rufkin 2003:72). Three per cent of the population 
is over the age of 65. The GDP between 2000 and 2010 was 12,69 billion and 32,2 billion 
respectively. GDP per capita increased from USD406 in 2000 to USD795 in 2010.  
 
Table 4.11.1: Socio-economic Indicators in Kenya 
Indicators Year 2000 Year 2010 
Population (million) 31 41 
Population ages 65 and above (% of total) 3 3 
Population growth (annual %) 3 3 
Total GDP (current US$) 12,69 billion 32,2 billion 
GDP per capita (current US$) 406 795 
GDP per capita growth (annual %) 0,6 5,6 
GINI index 0,43  0,42 
Source: World Databank (2012)  
Note: *year 2009. 
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Table 4.11.2: Health Indicators in Kenya 
Indicators Year 2000 Year 2010 
Life expectancy at birth, total (years) 52 56 
Number of Maternal deaths 5 800 5 500 
Mortality rate, infant (per 1000 live births) 69 55 
Hospital beds (per 1000) n/a 1,4 
Physicians (per 1000) n/a n/a 
Health expenditure per capita (current US$) 17 37 
Health expenditure private (% of GDP) 2,3 2,7* 
Health expenditure public (% of GDP) 1,9 1,5* 
Health expenditure public (% of government 
expenditure) 
9,1 7,3 
Health expenditure total (% of GDP) 4,2 4,8 
Source: World Databank (2012) 
Note: *year 2009. 
 
The GINI coefficient in 2000 was 0,42. Kenya is a developing nation with the majority of 
people living below the poverty line.  
The British government spends a total of 4,8 per cent of its GDP on health care expenditure 
and this consists of 7,3 per cent of government expenditure. Health expenditure per capita 
amounted to USD37. The life expectancy in the Kenya is an average of 56 years (World 
Databank 2012). 
 
4.11.2 EVOLUTION OF THE NATIONAL HEALTH INSURANCE SYSTEM 
Kenya‟s health policy has been based on the country‟s landmark post-colonial nation building 
and socio-economic development which had placed emphasis on the elimination of disease, 
poverty and illiteracy. Since 1994 the health sector development agenda has been guided by 
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the Kenya Health Policy Framework (KHPF) for developing and managing health services. It 
outlines the long term strategies and the agenda for Kenya‟s health sector (Wamai 2007:55). 
4.11.3 POLICY AND MANAGEMENT 
The mandate for supervision, formulation of policies, establishment and enforcement of 
standards and mobilisation of resources for health care rests with the Ministry of Health 
(Wamai 2009:135). The country has eight provinces divided into lower levels of 
administrations called districts which are responsible for delivering health services and 
implementing health programs. Management of health care at the district level is headed by 
the District Medical Officer of Health (DMOH) appointed by the Ministry of Health. The 
provinces and districts vary in geographical size and population as well as overall health and 
socio-economic indicators (WHO 2008). According to the Health Management Information 
System (HMIS) data there are over 5 000 health facilities across the country operated by 
three owner systems, with the government running 41 per cent of the facilities, non-
governmental organisations (NGOs) running 15 per cent and private businesses 43 per cent. 
The government owns most of the hospitals and health centres and dispensaries, while clinics 
and nursing homes are entirely in the control of the private sector (Ministry of Health 2006). 
 
4.11.4 FINANCING OF THE KENYAN HEALTH INSURANCE SYSTEM 
With regard to the financing aspect, there are three major sources of financing for health 
services in Kenya: the government, households paying out of pocket as well as donors both 
domestic and international. As far as government spending is concerned the Ministry of 
Finance sets three year budget ceilings for each sector in Kenya. According to the WHO 
(2008), the government of Kenya covers about 38,7 per cent of the overall expenditure on 
health, while private expenditure accounts for 61,3 per cent of overall spending.  Kenyans 
who are formally employed and whose income exceeds a set threshold participate in the 
National Health Insurance Fund (Mathauer 2011:30). In 2006, 80 per cent of private 
expenditures was out of pocket payments (WHO 2001). Donor funding for the health sector 
as a share of the total budget has increased from 8 per cent in 1994 to 16 per cent in 2002. 
The bulk of donor funds to the health sector is allocated directly to specific interventions 
according to the programs agreed between donors and the Ministry of Health. Hence the 
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MOH and implementing agencies have limited flexibility to reallocate donor assistance to fit 
government priorities (Mwabu, Manzia & Liambila 1995:164). 
 
4.11.5 SYSTEMIC CHALLENGES 
Research conducted by Wamai (2007:52) stated that the cost of health care is a heavy burden 
on households. While health financing has undergone numerous reforms, more changes are 
needed to ease the burden of health care costs on households in a bid to increase utilisation 
and subsequently improve the health status of the population. Another area of reform that is 
underway is the transfer of budgetary allocations from the central government to health 
facilities. Although health facilities collect user fees, these are often insufficient (WHO 
2001). Transfer of budgetary support for recurrent spending is cumbersome. Another area of 
crucial importance to the health system is coordination among the various players: 
government, NGOs, private providers and donors. Realisation of these efforts is hampered by 
politics, competing interests and priorities among donors. Finally, HIV/AIDS and malaria 
pose the greatest disease burden on the health care system (Mwabu, Manzia & Liambila 
1995:167). HIV/AIDS alone consumes 17 per cent of the general health spending. These two 
diseases pose serious challenges to the health care system for reasons other than cost. Major 
progress in treating these diseases and improving health care in Kenya will most likely only 
be achieved through the strengthening of the health system. (Mathauer 2011:30). 
 
4.12 BRAZIL 
Health sector reform in Brazil built the Unified Health System according to a dense body of 
administrative instruments for organising decentralised service networks and 
institutionalising a complex decision-making arena (OECD 2009). 
 
4.12.1 ECONOMY AND HEALTH SECTOR 
In 2010, Brazil had an estimated population of 19 million. Seven per cent of the total 
population is over the age of 65. The GDP between 2000 and 2010 was recorded to be 
USD0,64 trillion and USD2,14 trillion respectively. GDP per capita increased from 
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USD3 696 in 2000 to USD10 992 in 2010. The GINI coefficient in 2010 was 0,52. Brazil is a 
developing nation with an emerging economy.  
The government spends nine per cent of its GDP on public health care; this consists of 7,1 per 
cent of the Brazilian government‟s total expenditure. 
Table 4.12.1: Socio-economic Indicators in Brazil 
Indicators Year 2000 Year 2010 
Population (million) 17 19 
Population ages 65 and above (% of total) 6 7 
Population growth (annual %) 1,4 0,9 
Total GDP (current US$) 0,64 trillion 2,14 trillion 
GDP per capita (current US$) 3 696 10 992 
GDP growth (annual %) 4,3 7,5 
GINI index 0,57 0,52 
Source: World Databank (2012) 
 Note: *year 2009. 
 
Table 4.12.2: Health Indicators in Brazil 
Indicators Year 2000 Year 2010 
Life expectancy at birth, total (years) 70 73 
Number of Maternal deaths 2900 1700 
Mortality rate, infant (per 1000 live births) 31,2 17,3 
Hospital beds (per 1000) 2,6• 2,4 
Physicians (per 1000) 1,2 1,8▪ 
Health expenditure per capita (current US$) 265 990 
Health expenditure private (% of GDP) 4,3 4,9* 
Health expenditure public (% of GDP) 2,9 4,1* 
Health expenditure public (% of government 4,1 7,1 
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expenditure) 
Health expenditure total (% of GDP) 40,3 47,0 
Source: World Databank (2012) 
Note: •year 2002, ▪ year 2008, *year 2009. 
 
The Brazilian government spends a total of 7,1 per cent of its GDP on health care expenditure 
and this consists of 47 per cent of government expenditure. Health expenditure per capita 
amounted to USD990. In 2010, the life expectancy in Brazil was an average of 73 years 
(World Databank 2012). 
 
4.12.2 EVOLUTION OF THE NATIONAL HEALTH INSURANCE SYSTEM 
Brazil‟s state health system dates back to 1923, when the landmark Eloi Chaves Law created 
a social security system for urban workers employed in the private sector. Due to the fact that 
universality and equality of health services did not become constitutional rights in Brazil until 
1988, for most of the 20
th
 century access to health services was not an objective of the health 
system (Buss & Gadelha 1996:289). Instead, a system of “regulated citizenship” developed 
whereby social rights - including retirement pensions and medical coverage were restricted to 
private sector workers who earned regular wages. The Brazilian government had created a 
model of social security based on compulsory contributions by employers and employees that 
was strictly tied to the job market, leaving millions of agricultural and informal sector 
workers uninsured (Cohn 2000:189). 
 
4.12.3 POLICY AND MANAGEMENT 
The Brazilian national health system (NHS) is composed of a large public, government 
managed system, the SUS (Sistema Único de Saúde), which serves the majority of the 
population, and a private sector, managed by health insurance funds and private 
entrepreneurs. The public health system was established in 1988 by the Brazilian 
Constitution, and it is based on 3 basic principles of universality, comprehensiveness and 
equity (Elias 2001:22).  
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Universality states that all citizens must have access to health care services, without any form 
of discrimination, regarding skin colour, income, social status, gender or any other variable. 
However, Private Health Insurance is widely available in Brazil and may be purchased on an 
individual basis or obtained as a work benefit as major employers usually offer private health 
insurance benefits. Public health care is still accessible for those who choose to obtain private 
health insurance. As of March, 2007, more than 37 million Brazilians had some sort of 
private health insurance (OECD 2009). 
 
4.12.4 FINANCING OF THE BRAZILIAN HEALTH INSURANCE SYSTEM 
Until 1988 the health sector had been financed principally through social security revenues 
and to a much lesser extent from resources from the national budget of the Ministry of 
Health. The new constitution established new revenue sources for social security through 
mandatory contributions tied to the gross revenues and net profits of companies. However, 
for five years the old system of social security contributions remained the most important 
revenue source for the health sector (Buss & Gadelha 1996:289).  
In 1993, social security stopped providing resources to the health sector, and its financing 
began to depend exclusively upon the national budget. However, this change in financing 
occurred in the context of structural adjustment policies promulgated by the International 
Monetary Fund (IMF) and other international financial agencies and resulted in chronic 
funding shortages (OECD 2009). Due to the funding crunch, the Ministry of Health became 
the temporary beneficiary of a new source of revenue created in 1996: a tax on all financial 
transactions. In 2001, a constitutional amendment reverted to the system of financing the 
health sector to general revenues: the federal government is now required to allocate and 
spend an amount equivalent to the previous year‟s budget adjusted for gross national product 
(GNP) (Ferri-de-Barros, Howard & Martin 2009:178). State and municipal governments have 
also been mandated to increase their spending on health.  
 
4.12.5 SYSTEMIC CHALLENGES  
Underfunding, fiscal stress, and lack of priorities for the sector have contributed to a 
progressive deterioration of health care services, with continuing regressive tax collection and 
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unequal distribution of financial resources among regions (Martin, Giacomini & Singer 
2002:283). People in lower income groups experience more difficulties in getting access to 
health services. Utilisation rates vary greatly by type of service among income groups, 
positions in the labour market, and levels of education. (Fernandes, Pires, Ignacio, Sampaio 
2007:251). 
4.13  SUMMARY 
Each of the selected countries mentioned above possesses a health care system and has 
incorporated various types of financing strategies to fund their national health care systems. 
A feature underlying the European systems in particular is the sense of solidarity. Both the 
citizenry and government strongly support the notion that universal access to health care is an 
entitlement. This chapter focused on the analysis of each country and their respective health 
care systems. A brief history of the health care system and the evolution of the NHI systems 
to date, from the time of conception was outlined, a discussion of the respective economies 
and health sector of each country was embarked upon by employing socio-economic 
indicators as a means to make comparisons between the countries, next was a the policies and 
management of the NHI in their respective countries were highlighted, after which a 
discussion on the financing of each health care system was embarked upon and then finally 
the challenges that each system faces was outlined. A recurring theme in most developed 
countries is a rapidly increasing aging population which requires that the health care system 
to provide long term care for the elderly. This results in particular pressure on financial 
resources as well as quality levels of the health care delivered. Developing countries on the 
other hand, battle with forming and sustaining an NHI system due to lack of funding as well 
as management. An important policy debate is the focus on private provision. There is a 
significant gap between the funding and delivery of health care services in the private and 
public sector.   
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CHAPTER FIVE 
 
 COMPARATIVE ANALYSIS OF KEY INDICATORS 
 
5.1  INCOME LEVELS OF SELECTED COUNTRIES 
The World Bank‟s (2012) classification of analysis is used for the interpretation of the data 
given. Based on the GDP per capita, each country is classified as high income, middle 
income, (which is subdivided into two groups of upper and lower middle income) as well as 
low income. According to the World Bank (2012) high income countries have a GDP per 
capita of over USD11 456, upper middle income countries have a GDP per capita between 
USD3 706 and USD11 455, lower middle income countries have a GDP per capita of 
between USD936 and USD3705 and low income countries have a GDP per capita of less 
than USD936.  
The countries selected for the purposes of this study which belong to the high income bracket 
are; Canada, the England, Germany, Netherlands, Denmark, France and South Korea. Brazil 
and South Africa have a GDP per capita of USD 10 992,94 and USD7 271,29 respectively 
therefore they are classified as upper middle income countries. Ghana is classified as a lower 
middle income country with a GDP per capita of USD1 319,07 while Kenya with a GDP per 
capita of USD794,76 is classified as a low income country. 
South Africa seems to have fallen in what is referred to as “the middle income trap”. This 
phrase is used to illustrate the condition of countries that find it relatively easy to make the 
transition from lower to middle income status; however, they generally find it hard to move 
from middle to high income status. South Africa did not follow the traditional path and go 
through the manufacturing boom that most other countries go through to attain middle 
income status, instead the South African economy developed in “an idiosyncratic way” with 
high incomes and education for some people while stagnation for other people together with a 
lucrative mining sector that spurred atypical growth in financial services. The result is an 
economy that is too expensive for assembly work, but too poorly educated and uncompetitive 
for anything else (Duncan 2011). 
Thus, for the ten countries examined in the study, seven are high income countries, two 
including South Africa, are upper middle income countries. Then there is one, lower middle 
and one low income country. 
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Figure 5.1.1: The allocation of GDP per country  
 
 
Figure 5.1.2: Income levels: GDP per capita   
 
5.2  POPULATION DISTRIBUTION 
The population in South Africa is the fourth highest population of the ten countries examined 
with a population of 50 million. Countries classified as developed nations such as Canada, the 
UK, Denmark, Germany, the Netherlands and France all have more than 14 per cent of their 
population over the age of 65 years. The remaining five countries namely South Korea 
Ghana, Kenya, Brazil and South Africa have less than five per cent of their population of 
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persons over the age of 65 years. South Africa in particular has the majority of its population 
between the ages of 15 to 24 years (US census bureau, international data base 2010). 
Denmark, classified as a high income country has the highest population to GDP ratio while 
Kenya, a less developed low income country, has the lowest population to GDP ratio.  
Figure 5.2.1: A bar chart of the population distribution  
 
Figure 5.2.2: A bar chart of the population distribution less than 65 years  
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5.3  HEALTH CARE EXPENDITURE 
The six developed countries spend more than an average of 16 per cent of government 
expenditure on health care and an average of eight per cent of total GDP is spent on public 
health care, while an average of 2,15 per cent of GDP is spent on private health care. Health 
expenditure expressed as a percentage of government spending in South Korea, Ghana and 
South Africa averages 12,09 per cent, while Kenya and Brazil average 7,19 per cent of 
government expenditure. South Korea has the highest public health expenditure expressed as 
a percentage of GDP of the ten selected countries. South Korea spends 2,6 per cent of GDP 
on private health expenditure. Ghana and South Africa have an average of 11,96 per cent of 
public health expenditure of their GDP. Kenya and Brazil have spent an average of 7,19 per 
cent of their GDP on public health. 
As depicted in the diagrams in figure 5.2 below, it is evident that as countries get wealthier 
they tend to spend more on health care. Canada, the Netherlands, Germany, Denmark, and 
France spend more than ten per cent of their total GDP on health care. The UK and Brazil 
spend nine per cent of their total GDP on health while South Africa ranks just after that with 
a health expenditure of 8,94 per cent of its GDP. South Korea, Ghana and Kenya spend five 
per cent or less on their health expenditure as a total percentage of their GDP. Therefore, 
wealthier countries have healthier populations.  
 
Figure 5.3: A bar chart of health expenditure per capita  
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Ghana, Brazil and South Africa spend an average of 4,6 per cent of their total GDP on private 
health care, while South Korea and Kenya have spent an average of 2.,73 per cent of their 
total GDP on private health care. South Africa spends 11,9 per cent of their GDP on health 
services and spends USD649 on health expenditure per capita. Compared to other middle-
income countries, this is a considerable amount, yet the average health status of South 
Africans is relatively poor. There are two key issues that help to explain this poor relationship 
between health care expenditure and health status. Firstly, there are a number of factors that 
influence health status other than expenditure on health services, such as income, expenditure 
and access to water and sanitation. Secondly, people may not be using the health care 
resources they currently have most effectively.   
African health systems face considerable funding challenges; current government spending 
averages 2,5 per cent of  the GDP compared to a global average of 5,4 per cent of the GDP 
and this falls far short of what is needed to provide basic care. Spending on health care in 
high income countries averages USD2000 per person per year, while in Africa it averages 
between USD13 and USD21 in 2001 (Commission for Africa 2004). The Commission on 
Macroeconomics and Health (2001) recommended that spending for health care in sub-
Saharan Africa should rise to USD34 per person per year by the year 2007 and to USD38 by 
2015, which represents approximately 12 per cent of the GDP. This is the minimum amount 
required to deliver basic treatment and care for major communicable diseases (HIV/AIDS, 
TB and malaria), which are prevalent in sub-Saharan Africa, as well as early childhood and 
maternal illnesses. 
 
5.4  LIFE EXPECTANCY AND THE INFANT MORTALITY RATE 
As depicted in figure 5.3 below, ill health is a major cause of poverty. Poverty, mainly 
through infant malnourishment and mortality, adversely affects life expectancy. Canada, the 
UK, Germany, the Netherlands, Denmark and France have an average life expectancy of 80 
years; Brazil and South Korea have an average life expectancy of 70 years while the less 
developed countries such as Ghana and Kenya have their average life expectancy pegged at 
60 years. South Africa has the lowest life expectancy of 52 years. A lower life expectancy 
discourages adult training and damages productivity.  
The pattern is similar for the infant mortality rate per 1000 live births. Canada, the UK, 
Germany, the Netherlands, Denmark and France have an average infant mortality rate of 4; 
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Brazil and South Korea have an infant mortality rate of 26,3 and 17,3 respectively. Ghana 
and Kenya have an average infant mortality rate of 53 while South Africa‟s infant mortality 
rate is 40,7. It is evident that a low level of life expectancy is inversely related to the level of 
the infant mortality rate. A group of researchers found that approximately 22 to 30 per cent of 
the economic growth rate is attributable to health capital. Moreover, improvements in health 
conditions equivalent to an additional year of life expectancy are associated with a higher 
GDP growth rate of up to 4 percentage points per year (Bloom & Canning 2003; Bloom, 
Canning & Sevilla 2004; Gyimah-Brempong & Wilson 2004). 
  
Figure 5.4: A comparative bar chart of life expectancy and infant mortality rates   
 
 
5.5  HEALTH EXPENDITURE ALLOCATION 
All the developed countries allocate a significant portion of their GDP to health care 
expenditure of more than ten per cent of the GDP, with the exception of England that spends 
a little less than ten per cent of the GDP allocated to health care. Brazil and South Africa are 
on par with England with nine per cent of the GDP apportioned to health care expenditure. 
The remainder of the countries; South Korea, Ghana and Kenya spend five per cent or less of 
their GDP on health care. This is less than the recommended amount stipulated by the WHO 
(2012). In terms of government expenditure, the developed countries have 16 per cent or 
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more of government‟s budget apportioned to health care. South Korea, Ghana and South 
Africa allocate approximately 12 per cent of the government‟s budget, while Kenya and 
Brazil designate 7 per cent of government‟s budget to health care expenditure. What is 
interesting to note, is that the developed nations spend more money on the public health 
sector as opposed to the private health sector, while in the developing nations it is the inverse 
of their developed counterparts. As shown in figure 5.4 below, less developed countries 
spend more on the private sector as compared to the public sector. 
 
Figure 5.5: A comparative bar chart of the source of health expenditure allocation to 
private and public sectors 
 
 
5.6  SOURCES OF FUNDING FOR NHI SCHEMES 
South Korea‟s starting point was very different from South Africa‟s today. South Korea was 
a poor economy with a small medical work force and little health infrastructure. Over the 
years South Korea has enjoyed remarkable economic and social development. Their GDP per 
capita was six times more compared to that before the NHI implementation and the country 
has added about six years to its life expectancy since the year 2000. South Korea achieved 
universal coverage of 98,5 per cent in 2004 and even more in 2010 (WHO 2007). It 
previously had multiple funding pools based on the economic sectors, however, since 2000 it 
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passed a law for the integration of all funding pools into a single insurer and this helped to 
improve equity and resulted in the highest reduction in out of pocket spending. The South 
Korean system is considered to be one of the most competitive in the world. There is a 
growing hospital sector with more people going to hospitals than clinics. This has resulted in 
driving up spending due to hospitals having to deal with chronic conditions which can be 
dealt with at clinic level (Lee 2003:48). 
The current health care system in Ghana started prior to 1999 with two pilots in district 
schemes, but formally in 2003 with the passage of the NHI Act in 2003. The guiding 
principles of the Act are solidarity and cross-subsidization. The main sources of funding of 
the National Health Insurance Scheme (NHIS) are premiums and registration fees 
supplemented by a 2,5 per cent  mandatory contribution from formal sector worker pension‟s 
contribution and a 2,5 per cent Health Insurance Levy that is added to address the funding 
gaps (Gobah & Liang 2011:91-97). The benefit packages cover 95 per cent of commonly 
occurring diseases and health services are provided by predominantly public sector providers, 
private sector GPs, NGO‟s and faith based organisations. The major challenges that the NHIS 
faces in its operations is the lack of adequate IT capacity to handle increased volume, 
utilisation and claims as well as a weak communication strategy to update stakeholders on 
new developments (Agyepong & Adjei 2008:150-160). 
The German health financing system occupies a middle ground between public and private 
mechanisms. Adequate and almost equal access to benefits can be achieved within a 
pluralistic environment and successful cost containment is achievable within a universal 
coverage system. The guiding principles of the German health system are: social cohesion, 
free choice of providers, solidarity, fair financing and equity as well as subsidiarity which 
involves solving problems at the lowest possible level, higher levels only intervene in 
instances of failure or inability (Breyer 2004:682).  
Since 2009 Germany has formally reached universal coverage of population. Individuals can 
choose to be a member of the publicly administered Social Health Insurance (SHI) or private 
health insurance, but not both. According to OECD (2010) 87,7 per cent of the population are 
under a public insurance fund and the rest are private with only 0,2 per cent of the population 
with no insurance. SHI carriers have to accept everyone. There is a division for purchaser and 
provider functions or roles and no cash payment for patients. Physicians become members of 
associations and get provider payments from there (Busse 2002). 
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In France, the health system funding is split as follows: 75,5 per cent from NHI, 13,8 per cent 
from complementary private health insurance and 9,4 per cent from out of pocket funds. 
Currently the French health system costs about 10,9 per cent of the GDP and the annual 
growth of health expenditure is lower than most OECD countries. The French health system 
has two parts: basic service coverage and optional supplementary cover provided by NPOs or 
private insurers. In terms of governance arrangements, the state is responsible for hospital 
care and medical products while social partners share the management of the NHI through 
their board of directors (Sandier et al. 2002:34). 
 
5.7  SOUTH AFRICA AS A MIDDLE INCOME COUNRTY 
An important matter related to governance is the matter between funds and revenues. The 
issue is whether premium contributions or general revenue taxes should be used for the NHI 
fund. There should be a positive relationship between life expectancy and health expenditure. 
South Africa, as a middle income country, is doing badly on the major health indicators. 
South Africa‟s health expenditure is high and yet it is a poor performer (National health 
insurance conference 2011:33). South Africa has fiscal capacity, in other words, as a country 
South Africa is capable of making certain financial provisions for its citizens and yet, share of 
public priorities is very low. The country should avoid tax on private sector labour. There is a 
high level of informal labour in South Africa of  approximately 37 per cent and additional 
taxation could adversely influence the private sector labour (Stuckler, Basu & Mckee 
2011:169). An idea would be to increase general revenues, charge a special levy on larger 
and profitable companies, charge a levy on currency transactions, institute a tax on bonds 
sold to national living abroad, excise taxes on unhealthy foods e.g. salt, sugar and other 
ingredients and the sale of franchised products, levy tourism tax. Earmarked taxes, for 
instance, sin tax, such as tobacco and alcohol taxes may be used since South African levels 
are still relatively low in comparison to other countries. 
According to Mills (2000:115) the success factors that South Africa can use as part of good 
practice in health coverage reforms are threefold. Firstly, institutional and societal factors, 
these include strong and sustained economic growth, long term political stability together 
with sustained political commitment, a strong policy environment and high levels of 
population awareness. Secondly, there should be key policy factors in place such as 
commitment to equity and solidarity, consolidation of risk pools and a strong focus on 
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primary health care. Lastly, the implementation factors must allow for flexibility and mid-
course corrections as well as good and reliable information systems with evidence based 
decision making and with strong stakeholder support (Botha & Hendricks 2008:25). 
The South African population has a great burden of disease coupled with high levels of 
unemployment and poverty. The most vulnerable group of the population have the least 
access to needed social services such as education, access to clean water, sanitation and 
health care services. The country has the highest GINI coefficient and the lowest life 
expectancy among countries with its level of economic development and health spending 
(WHO 2007). 
On the funding options for the NHI, South Africa‟s social context must be accounted for in 
the health reform initiatives, particularly the high unemployment rate and the number of 
people dependant on social grants. As a result of these factors, it would be unfair to expect 
everyone to contribute towards funding the NHI, let alone contribute the same amount 
(National health insurance conference 2011:16-28). Instead, everyone who earns an income 
must contribute a nationally prescribed portion of their income to the NHI. The NHI should 
be funded either through pay as you earn (PAYE) or employer payroll tax or a combination 
of both. However, value added tax (VAT) should not be increased to fund the NHI as it 
would unfairly affect poor people. Exemptions for contributions should be considered for the 
poor, the elderly and people who are unemployed (Bigman & Fofack 2000:129-45).  
 
5.8 SUMMARY 
This chapter has analysed the data gathered and compared it to that of South Africa. This 
chapter started by defining the criteria of that a developed country is, based on their GDPs. 
The wealthier nations tend to have a much healthier population as is evident from the life 
expectancy and infant mortality rates. This is the result of these developed countries investing 
significantly in their public health sectors. The developing countries have a much smaller 
GDP with lower levels of life expectancy and higher infant mortality rates. As indicated by 
the higher GINI coefficients in developing countries, poverty is more prevalent in these. The 
governments in developing nations allocate a smaller percentage of their GDP and 
government expenditure on health care. In addition, it is remarkable to see that in the less 
developed nations there is a higher expenditure in the private health care sector than that in 
the public health care sector. South Africa is a classified as a developing nation, more 
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precisely an upper middle income country. South Africa has a much better economic 
performance as compared to most countries in the rest of Africa. However, the health status 
of South Africans mirrors that of countries which perform worse than South Africa, in other 
words, the health care in South Africa is not operating at the standard it should be, given the 
resources South Africa possesses. Society supports the introduction of the NHI in South 
Africa, however, the financing methods should take into account the specific social context of 
South Africa.  
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CHAPTER SIX 
 
     CONCLUSIONS AND RECOMMENDATIONS 
 
6.1         INTRODUCTION 
 
The objective of this study was to examine health care financing models in different 
countries in order to draw lessons for South Africa when implementing the NHI. A case 
study was conducted by examining ten countries with a national health insurance system. 
Chapter five has fulfilled the objectives of this study through a case study of each of the 
selected countries in order to evaluate the health care financing models in each country. 
The aim was to give effect to the problem statement; given South Africa‟s unique socio-
economic status and geo-political history, this research sought to investigate the possibility 
of a national health care system in South Africa, through a comprehensive exploration of 
health care systems‟ financing models in various parts of the world. The following 
objectives were also pursued: firstly, to review the current health management system and 
the policy proposed for the NHI in South Africa; secondly, to examine health care 
financing models in a selected number of countries around the world and finally, to draw 
lessons with which to inform the South African NHI policy debate. 
 
The main purpose of this chapter is to summarise the main research findings of this study, 
as well as to make recommendations to policy makers in South Africa, based on the 
findings and conclusions.  This chapter will commence with a short summary of the study 
from which important lessons based on the information in prior chapters will be derived. 
The researcher will then offer recommendations to policy makers on the lessons to be 
learnt from different countries. To conclude the chapter, the limitations of the study, the 
proposals for future research and concluding remarks are provided. 
 
6.2 RESEARCH DESIGN AND METHODLOGY 
             Given the nature of the problem statement and the research objectives in question, the 
primary study of this investigation engaged in a case study type of research for the prime 
reason that this study was of an exploratory nature. The case study methodology is 
conducted by selecting ten countries of different socio-economic status possessing a NHI. 
Both the socio-economic and health indicators data is then recorded and tabulated. A 
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discussion of the economy and health contents of the table is supplied, highlighting 
important indicators. Following that, the evolution the national health care system is 
embarked upon, giving a brief history of the each country‟s NHI implementation regarding 
when it was born and what ideals where expected of each one. Next the policy and 
management of the health care systems of the respective countries selected were given by 
examining both the public and private sectors, paying particular attention to the 
administration of the public sector for the respective countries. The financing of each 
system is discussed; the source(s) of finance for each system is noted. Finally the systemic 
challenges of each system are reviewed.   
 
6.3 OVERVIEW OF THE STUDY 
 
 Chapter two provided a theoretical overview by examining the current state of the South 
African health sector in addition to reviewing the current health management system and 
the policy proposed for the NHI.   
 
The South African state prior to1994 was one based on the ideology of racial superiority of 
the whites who held political and economic power. Services for the white population group 
were better than those for the black population. The health system was characterised by 
fragmentation and duplication. Since 1994 the health sector has undergone rapid changes to 
make it more equitable and accessible to the needy. A district based health system is being 
developed to ensure local level control of public health services, in addition to standardise 
and co-ordinate basic health services around the country, to ensure that health care is 
affordable and accessible. After the first democratic elections in South Africa, there was 
limited growth in public health care expenditure.  
By early 2000, health expenditure was increasing, but these increases did not match the 
population growth. South Africa has a substantial and growing private health sector; 
however, membership of medical aid schemes has become increasingly unaffordable for 
South Africans. Expenditure increases are associated with a concomitant increase in 
contribution rates or premiums that are charged by medical schemes. The single largest 
category of financing intermediary in the private sector is that of medical schemes, which are 
non-profit associations funded primarily by contributions from employers and employees.  
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In addition, there is a substantial government subsidy to medical schemes in the form of tax 
deductibility of employer contributions. Challenges faced by both the public and private 
sector are cooperation between the two sectors, planning and management skills are still 
weak at all levels, but especially in hospitals, the equity issue remains unresolved, the 
improvement of women‟s health and the reduction of maternal mortality as well as 
decreasing the incidence of HIV/AIDS, STIs and TB. In addition, slow employment growth 
in South Africa combined with continued escalation of medical scheme contributions has 
contributed to the overall lack of growth in coverage. 
Chapter three is used to explain the research design and methodology of the empirical 
investigation. The investigation study engaged a case study type of research for the prime 
reason that this study is of an exploratory nature. Since the NHI has not been brought to 
fruition in South Africa as yet, a study of the different NHI schemes was conducted in order 
to suggest the most appropriate health policy framework for South Africa‟s health policy 
makers. A case study was the most suitable form of research to identify, examine, compare, 
as well as to interpret patterns and themes from which lessons could be drawn from other 
countries that have made attempts of implementing a NHI policy.  
The case study methodology was conducted by selecting ten countries of different socio-
economic status possessing an NHI. Both the socio-economic and health indicators‟ data is 
then recorded and tabulated. A discussion of the economy and health indicators was done, 
highlighting important indicators. Following that, the evolution the national health care 
system was embarked upon. This is a brief history of the each country‟s NHI implementation 
regarding when it was born and what ideals where expected of each one. Next the policy and 
management of the health care systems of the respective selected countries were given by 
examining both the public and private sectors paying particular attention to the administration 
of the public sector for the respective countries. The financing of each system was discussed; 
the source(s) of finance for each system was noted. Finally the systemic challenges of each 
system were reviewed.   
Chapter four provided an in-depth investigation of case studies of countries which have 
employed a national health insurance system and to what extent it has been a success. In 
addition Chapter 4 also discussed the importance of a functional health care system. Several 
selected countries‟ health insurance systems were analysed, including the various types of 
financing strategies incorporated by countries to fund their national insurance systems. The 
challenges of each country‟s system were also discussed. As mentioned in Chapter one, the 
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objectives of this study is to review the current health management system and the policy 
proposed for the NHI as well as to identify the most appropriate model for South Africa. This 
chapter qualitatively assesses and evaluates the national health systems in the following 
countries: Canada, the United Kingdom, the Netherlands, Germany, Denmark, France, South 
Korea, Ghana, Kenya and Brazil.  
 
Chapter five discusses the lessons from the gathered data which was analysed and compared 
to that of South Africa. This chapter started by defining the criteria of a developed country, 
based on their GDPs and various other economic indicators.  
 
 
6.4 SUMMARY OF THE MAIN FINDINGS 
  
The main findings were that firstly, wealthier nations tend to have a much healthier 
population as is evident from their life expectancy and infant mortality rates. This is the result 
of these developed countries investing significantly in their public health care sectors. The 
developing countries have a much smaller GDP with lower levels of life expectancy and 
higher infant mortality rates. As indicated by the higher GINI coefficients in developing 
countries, poverty is more prevalent in these countries. Secondly, the governments of 
developing nations allocate a smaller percentage of their GDP and government expenditure to 
health care. In addition, the less developed nations have a higher expenditure in the private 
health care sector than in the public health care sector.  
 
Finally, South Africa is classified as a developing nation, more precisely an upper middle 
income country. South Africa has a much better economic performance compared to most 
countries in the rest of Africa. However, the health status of South Africans mirrors that of 
countries that perform worse than South Africa, in other words, the health care system in 
South Africa is not operating at the standard it should be operating given the resources South 
Africa possesses. The cause of this may be attributed to South Africa being stuck in the 
“middle income trap” amongst other reasons. 
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6.5 RECOMMENDATIONS 
 
As was established from the qualitative investigation, there are various steps that debate 
policy makers can take to ensure that there are a minimum of teething problems when 
implementing the NHI. South Africa‟s population is burdened with a high level of disease, 
requiring careful consideration against the backdrop of the NHI as noted in Chapter two. 
Following are a list of recommendations offered. 
 
South Africa has a third of all the doctors in the middle income countries and has the 
largest share of GDP. In order to implement successful universal coverage in health care, 
South Africa requires diverse revenue sources. Payroll finances are important financing 
mechanisms in Korea and the Netherlands, while general taxes play an important role in 
countries such as Brazil and the UK. Ghana has been using VAT (2,5 per cent) as well as a 
small payroll tax of the same percentage. It is important to note that surcharges are not a 
major source of health financing in most countries. With regards to the pooling of funds 
and an example would be the Bismark model of Germany. 
 
The main sources of funding for the French system are social security revenue, employers 
and employees‟ contributions as well as “sin tax” for tobacco and alcohol. Recently the 
French system has encountered some challenges, paramount of which is the issue of 
efficiency and costs containment. A key recommendation for South Africa is that funding 
sources for the NHI must be robust enough to ensure medium to long term sustainability 
of the system. In addition, adequate systems must be implemented to promote rational use 
of covered health services especially for specialists‟ and hospital services.  
  
As derived from the results in the previous chapter, a single insurer would be a good place 
to start with. In South Africa, active purchasing is needed as this has been shown to be a 
necessary ingredient for containing hospital prices and volumes is are critical to promoting 
efficiency and effectiveness. South Africa also has to ensure that it invests adequately in 
primary health care to reduce avoidable admissions.  
 
South Africa has to try to establish a „policy savvy‟ insurer, one that adequately focuses on 
financial management and also ensures adequate health care protection for the population. 
The insurer / government needs to be able to flexibly invest in the institutional 
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development of primary health care as well as management and treatment of HIV, AIDS, 
TB and non- communicable diseases through community based management programmes. 
 
The policy reforms around the implementation of the NHI in South Africa has to  focus 
also on entrenching hospital care price controls early and also introducing mechanisms for 
channel volume expansion towards basic primary health care for the under-served. This 
will promote efficiency and impact positively on future sustainability of the envisaged 
system. 
 
More importantly, the single funder NHI will need to be nimble in purchasing across 
private and public sectors. This will require careful contracting with the private hospital 
sector, coupled with strong controls of technology; the implementation of performance 
based payments such as incentives across different spheres of governance and 
strengthened accountability at the health care district and facilities level. For instance if 
South Africa needs health practitioners to work in rural areas, it has to come up with a 
method of positively forcing health personnel to do that and/or by offering great financial 
incentives.   Most successful modalities have been those with a level of compulsion. 
Alternatives are providing bursaries to people from disadvantaged areas on condition that 
they work in under resourced areas once they graduate. 
 
6.6 LIMITATIONS OF THE STUDY AND RECOMMENDATIONS FOR FUTURE 
RESEARCH 
 
The study focused on examining the financing of the NHI in order to draw lessons from 
countries that have implemented an NHI. A limitation of this study was that it was 
difficult to gather information on the health care system for some countries in order to 
report and make comparisons of the selected countries. Another limitation is that it was 
challenging to find the data for socio-economic indicators in various countries within the 
stipulated time period; hence it hampered the compilation of the study.  
 
As mentioned above, this research focused on the financing of the NHI in South Africa. In 
future, as the NHI unfolds beyond the pilot study, fields of research can be extended to 
include evaluating the sustainability of the NHI, to assess the degree to which the 
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implementation of the NHI has served its objectives of access and equality in order to 
identify shortfalls.  
 
6.7  CONCLUDING REMARKS 
  
This study has provided a brief insight into the intention behind the proposed NHI. It 
highlights the management policies and possible funding sources when implementing a 
programme of such great magnitude and of this particular nature. Challenges that policy 
makers are faced with in implementing an NHI are also highlighted and discussed.    
The South African state prior to 1994 was one based on the ideology of racial superiority 
of the whites who held political and economic power. All others including indigenous 
people were considered inferior and were excluded from the mainstream of political and 
economic life. There was no real attempt to deliver primary health care to the majority of 
people and the health sector was largely focused on hospitals. Since 1994 the health sector 
has undergone rapid changes to make it more equitable and accessible to the needy. 
The level of access and functionality of health care provision constitutes an essential 
component of the minimum package required for the advancement and development of 
people. In South Africa, the government has expressed their intention to reform the public 
health care sector as a step towards achieving equality amongst people. Following the 
democratic elections in 1994, the ruling political party, the African National Congress 
(ANC) sought to redress the inequality suffered by the majority, regarding access to social 
services. The new constitution highlights a bill of rights as well as the reformation of the 
health care sector. 
The NHI system is intended to relieve the burden and improve the efficiency of the public 
health care sector without compromising the operations of the private sector, particularly the 
institutions in this sector.  
Given its unique socio-economic status and geo-political history, this research sought to 
investigate the possibility of a NHI system in South Africa, through a comprehensive 
exploration of health care systems‟ financing models in various parts of the world. This 
research will focus on the management and financing methods of health care systems. 
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In conclusion, South Africa can learn much from other country experiences. However, 
each country is context specific and has a particular history and set of problems to solve. 
Each of the selected countries provide inspiring positive lessons and also show areas of 
challenges from which the NHI policy makers can learn more. It took Germany 100 years 
to reach universal coverage while it took South Korea 12 years. The point is that there is 
no blueprint for realising universal coverage across all contexts and advice must be 
tailored to every country‟s needs and conditions. 
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